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ABSTRACT 

The impact of President Reagan's fiscal year (FY) 
1988 higher education proposals on the St^te of Tennessee are 
considered in hearings held in Memphis, Kuoxville, and Nashville. The 
focus is proposed funding cuts in higher education, with particular 
emphasis on cuts in student financial aid. In addition to testimony 
from college representatives, an introductory statement of Senator 
Jim Sasser indicates that the FY 1988 budget calls for spending cuts 
of $5.9 billion in education programs, representing a decrease of 
nearly 30% from the 1988 current services level. The Administration 
proposes to cut $1.2 billion in funding for the Pell Grant Program, 
another $1.5 billion from other student financial assistance, and 
$1.3 billion in budget authority savings from the Guaranteed Student 
Loan Program. The President's budget would eliminate federal funding 
for the Vocational Education program, representing savings of nearly 
$900 million. The President's budget would also abolish the 
Supplemental Grants, College Work-Study, State Student Incentive 
Grants, and some smaller graduate fellowship programs. Information or 
student aid during FY 1981-1987 is also provided in a fact sheet 
prepared by American Council on Education vice-president Charles B. 
Saunders. (SW) 



**************************************** 

* Reproductions supplied by EDRS are t' ^ best that can be made * 

* from the original Uw>cument. * 
*********************************************************************** 



ERLC 



nO S. Hrc. 100-72 

THE IMPACT OF THE PRESIDENT'S FISCAL YEAR 
S 1988 HIGHER EDUCATION PROPOSALS ON THE 
^ STATE OF TENNESSEE 



Ui 



HEARINGS 

BEFORE THE 

COMMITTEE ON THE BUDGET 
UNITED STATES SENATE 

ONE HUNDREDTH CONGRESS 
FIRST SESSION 



FEBRUARY 10, 1987— MEMPHIS 
FEBRUARY 11, 1987-KNOXVILLE 
FEBRUARY 11, 1987-NASHVILLE 




u s oepmRtment of education 

Office of Educational Research ami Improvement 

educatiqhA'l resou'^ces information 
center (eric) 



r\ / fe-^s document has been reproduced as 

L\/ received UOm the Person or organization 

i ^ originating it 

I 0 Minor Changes have been made to improve 

^ reproduction quality 

• Points of view or opinions stated m this docu- 
ment do not necessarily represent official 
OERI position Of policy 

Printed for the use of the Committee on ^he Budget 



o 



Q\| us. GOVERNMENT PRINTING OFFICE 

i WASHINGTON : 1987 



For r«le by the Supenntendcnt of Document. Congressional Sales Office 
V S Government PnntJng Office, Wa; .mgton, DC 20402 



^Er|c 2 BiiST COPY AVAILABLE 



COMMITTEE ON It HE BUDGET 



LAWTON CHILES, Florida, Chairman 



ERNEST F HOLUNGS, South Carolina 

J BENNETT JOHNSTON, Louisiana 

JIM SASSER. Tennessee 

DONALD W. RIEGLE, Jr , Michigan 

J JAMES EXON, Nebraska 

FRANK R LAUTENBERG, New Jersey 

PAUL SIMON, Illinois 

TERRY rANFORD, North Carolina 

TIMOTHY E WIRTH, Colorado 

WYCHE FOWLER, Jr, Georgia 

KENT CONRAD, North Dakota 

CHRISTOPHER J OODD, Connecticut 



PETE V DOMENICI, New Mexico 
WILLIAM L ARMSTRONG, Colorado 
NANCY LANDON KASSEBAUM, Kansas 
RUDY BOSCHWITZ, Minnesota 
STEVEN D SYMMS, Idaho 
CHARLES E. GRASSLEY. Iowa 
ROBERT W. KASTEN, Jr . Wisconsin 
DAN QUAYLE, Indiana 
JOHN C. DANFORTH, Missouri 
DON NICKLES, Oklahoma 
WARREN B RUDMAN, New Hampshire 



Richard N Brandon*. Staff Director 
G William Hoacjvnd, Minority Staff Director 
W Thomas Foxwell, Director of Publications 

(in 



3 



ERICIAVA r^OO ToHB 



CONTENTS 



STATEMENTS BY COMMITTEE MEMBER 



Senator Sasser v, 1, 27, 49 

WITNESSES 

Ashby, Donna Gay, Graduate Student, University of Tennessee, Knoxville 42 

Cornelius, Maria, Student, Memphis State University 21 

Driver, Spruel!, Roddy Scholarship Recipient in Engineering, University of 

Tennessee, Knoxyille 40 

Flatt, Marvin, Assistant Commissioner for Vocational Education, Tennessee 

State Department of Education 78 

Floyd, Dr. Otis, Interim President, Tennessee State Universit'Vl..*"'!!!!!!'."!!!!.! 75 

Fuller, Wendell, Student, Memphis State University 20 

Gambill, Ron, Executive Director, Tennessee Student Assistance Corporation ! 55 

Hammond, Dr. Alan, Director of Student Aid at Memphis State University 18 

Harpole, Sue, Director of Fmancial Aid Services, University of Tennessee 10 

Herenton, Dr. Willi Superintendent of the Memphis City School System 6 

Hogan, Cynthia, Student, State Technical Institute, Memphis 22 

Lee, Frank»e, Student Aid Mother 43 

Marshall, Alexander, Student, Tennessee State University!! '.. 71 

Mitchell, Harmon Scott, Student, College of Business, University of Tennes- 
see, Knoxville 36 

Neely, Bethany, Student, College of Liberal" Ai^s, Univ^ 

Knoxville 37 

Reese, Dr. Jack, Director of the University of Tennessee, Knoxville 30 
Ruaden, Dr. Arliss, Executive Director, Tennessee Higher Education Commis- 
sion 52 

Shaw, Doristeen, Student, LeMoyne<)wen Coileg^^^^ 23 

Spooner, Andrew, Student, University of Tennessee 13 

Thomas, Zena Denise, Student, School of Engineering, University of Tennes- 
see, Knoxville 37 

Vaughn, Jean, Student and Student Mother, Middle Tennessee St^^^^ Univer! 

sity 70 

STATEMENTS SLBMITTED FOR RECORD 

Chancellor, University of Tennessee— Martin 86 

ADDITIONAL MATERIAL 

Letter from Cleveland State Community College Student 87 



(III) 



i 



ERLC 



4 



PREFACE 



INTRODUCTORY STATEMENT OF SENATOR JIM SASSER 
FOR THE FIELD HEARINGS OF THE SENATE BUDGET 
COMMITTEE ON THE IMPACT OF THE PRESIDENT'S 
FY 1988 HIGHER EDUCATION PROPOSALS ON THE 
STATE OF TENNESSEE 

<V) 
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E DUCATION ASC THE NATIONAL PURPOSE 



"One of the gr(.atest accoapl lshaent$ 
a aan can attain is the power to put into 
words exactly whdt he aeans. That's one of 
the highest sarks of an educated aan. No 
satter how auch schooling he aay have had, 
he Is not really educated until he has 
developed that ability. A few have this 
gift naturally. The rest of us have to 
work hard to acquire it, even in a licited 
degree. To do so Is well worth all the 
effort we can put into It." 

Will iaa Ross 



As we study the Adainls t rat Ion ' s budget proposals for the 
upcoaing fiscal year, one Is struck with the apparent disregard 
of such wisdoa. The President's Fiscal Year 1988 budget calls 
for spending cuts of S5.9 billion in education, progracs, reprerent- 
ing « decrea:>e of nearly 30 percent fros the 1988 current services 



The Adainlstrat ion proposes to cut $1.2 hillion in funding 
for the Pell Grant Prograa, another Si. 5 billion froa other student 
financial assistance, and $1.3 billion in budget authority savings 
froa the Guaranteed Student Loan Prograa. Further, the PresidentV 
budget would eliainatc federal funding for the Vocational Education 
prograa, representing savings of nearly i>00 aillion. 

The iapact of these proposals Is to siaply increase the costs 
of borrowing for educational expenses. This Is a curious policy 
coaing at a t iae of growing indebtedness and soaring education 
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cost*. Reducing the coaoltsent of the Federal governoent In 
the area of student financial assistance can only have one 
consequence: nanely, to reduce the opportunity for aany groups 
of students to attain the necessary education and skills to keep 
thea coapetltlve in an Increasingly cospetltlve world. But Ic 
goes deeper than that. The underlying philosophy In the Adalnls- 
tratlon's justifications for these cuts as stated In the budget 
Is that "students arc the prlae beneficiaries of their InVcstccnt 
In higher education." Seealngly, the Ada In Is t rat Ion bcileves that 
.nvestaent In an education carries no societal benefits. I ttrougly 
disagree with this assesi^aent. 

Collectively, the nation is onl- as creative as the sua of It's 
parts. It Is absurd to think that we can be strong and cocpecltlve 
collectively If we neglect the needs of our citizens. In essence, 
axi educated populace Is the first line of defense. It Is every bit 
at laportant to our naMonal security a» the ollitary hardware which 
protects us. 

The Budget, of course, rcpresentj the nation's proposed spending 
and revenue priorities. In an era of chronically high annual 
budget deficits and a national debt which has grown froa $916 
billion In 1980 to nearly $2.5 trillion hy the olddle of 1987, 
prioritizing becoaes even nore crucial. 

Congress has aadc It quite clecr that fundls.g for education 
Is a priority which cannot be sacrificed in the short-tera. It is 
an investaert in the future, an investaer.t in hucan capital which 
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requires a long-tera perspective. The focus of these hearings is 
on proposed cots In higher education, with particular eaphasls on 
cuts In student financial assistance. It Is hoped that the testlaony 
received durlD)^ the course of these hearings will help to further 
bolster the record with respect to the laportance of the federal 
governacnt's conaltsent fo education. 

THE R^ACAS RECORD ON EDUCATIOS 

Over the past six years this Adalnlstrat Ion has subcltted 
various proposals ileed at reducing funding for higher education. 
The Aserlcan Council or. Education has prepared a suaaary which 
I feel captures the essence of these proposals. 

(INSERT ACE FACT IHEET: STUDEtJT AID IN THE REACAK ADMINISTRATION: 
FY 'Sl-FY '87) 

STUDENT LOANS: INCREASED IXPEBTEDNESS 

The costs of attending college have been Increasing steadily 
over the past fifteen years at the saae tlac we are witnessing proposals 
to decrease levels of student aid. In De-eaber. 1986, the Joint 
Econoalc Coaalttee released a study analyzing the Indebtedness 
burdens assuaed by students who borrow to finance their educations. 
That study has drawn Increasing attention and aakes soa« valuable 
cor tr Ibut Ions to the whole area of student aid. I would like to 
share soae of the study's conclusions with the readers of this 
r epor t . 
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"In 1985-86, 3.6 sllllon students borrowed S».3 billion in 

Guaranteed Stud^r.t Loans. Over 800,000 students took out 

about 5750 allllon In new National Direct Student Loans In that 

year, and other saa-ler federal loa»» prograos accounted for 

about 5800 ollllon oore.** The study goes on to say that "loans 

are now not just a convenience for the slddle class but i»n 

lapor tant part of the way they and lover-lncoce faollles fl nance 
1 

higher education." 

Public college graduate** leave school with an average debt 
of 56,685 while Private college graduates leave school vlth 
an average debt of 58,950, according to 2 College 5cholar»hlp 
5ervlce and the National Association of Student Financial Aid 
Ado<iilstrators. Their studies also lua'catc that graduates of 
public 2-yfe3r Institutions graduate wlt» 53,303 In average debt, 
while students at private 2-year Institutions leave with an 
average debt of 54,461. 

While the Guaranteed Student Loan prograa was Intended aalnly 
as an aid to aldd le - Incooe faallles. It has been tran«foroed largely 
Into a aajor source of funds for low-lncosc students. By fiscal 
year 1983, ainost forty percent of all G5L borrowers cane fron 
faallles with animal Incoaes under 515,000. 



1. Student Loans: Are They Overburdening * Generation?, by Janet 
S. Hansen, Director for Policy Analysis, Washington Office of 
College Board, prepared for Joint Econoalc Conalttee, Deceaber 
1986, p 3. 

2. Ibid., p. 17. 
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Loan 8l2C8, In real tcras, however, are shrinking. The 
JEC study indicates that In constant 1986 dollars, thi value of an 
age CSL loan In the 1970-71 acadcolc year was $2,824. Sy the 
1985-86 acadeslc year, the value of an average CSL loan had 
sMpped to ?2,333 . During this period, the nuober of CSL loans 
acre than tripled froo a little aorc than 1 nllllon In 1970-71, 
to oore than 3.6 ssllllon by 1985-86. 

The saae holds for the KDSL pro^raa. While the value of an 
average SDSL loan slipped froa $1,505 1« 1970-71 to $902 by 1985- 
the nuaber of loans alaost doubled froa 452,000 to 854,000. 

Thus, as we can clearly see, as the dcaand for student loans 
Increases and tne value of those loans decreases, indebtedness 
on the part of the student becoaes greater. If college costs 
continue to escalate and student aid Is reduced, the level of 
debt that students Incur because o' educational expenses will 
only get worse. 

The shift froa grants to loans only exacerbates this probleo. 
The College Board leports that as a percentage of total aid, 
distribution between grants and loans has changed draaatlcally 
over the past fifteen years. In acadealc year 1970-71 , gr«int8 
coBprlsed 66.1 percent of total aid and loans coarlsed 28.9 
percent of total aid. The reaalnlng 5 percent consisted of work. 
Yet, by the 1985-86 acadealc year, grants coaprlscd 47.8 percent 
of total aid a.id loans coaprlscd 48. S percent of total aid, with 
t ftc reaalning 3.4 percent consisting of ^.ork. 
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Taken together, these factors: lowering v&lue of student loans; 
increasing educational costs; the shift fron grants to loans; all 
contribute significantly to the growing indebtedness thai students 
tace. Reducing fundi ig for student aid prograns by in effect either 
cuttirg progran levels or increasing the costs to students by 
« tightening eligibility or restructuring the fee structure can only 

result in tsaking it nore difficult to attend college. Reducing 
educational opportunity affects niddle-lncone as well as lower- 
incoDe individuals. On the whole, society pays the cost in the 
fora of lost prod.ctivity and competitiveness. 

F Y 1966 BUDCET PROPOSALS 

The President's brdget calls for a 51 percent reduction 
in dir«;ct investment in econonic competitiveness fros the 1967 
appropriated levels. These cuts include a $3.7 billion reduction 
in funding for stud«.nt aid^ a $900 million reduction in vocational 
education, and a 3100 million reduction in math/science grants. 
A9 indicated in Chart I, direct investment in education would be 
reduced from 59.2 billion in 1967 to $4.5 billion in 1966. 

Further, the Administration's budget would reduce 19<J7-66 
student aid funding that was enacted e.irlier by Congress and signed 
into law last year by $1,269 billion, effectively eliminating 
individual program aid awards to more than 2 million students. 

The Prcsidcr-'s budget would c * funding for the Pell Grant 
program by $1.2 billion in FV 1966 by limiting eligibility to students 
witn family incomes under $20,000, tightening the definition of 
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independent students, requiring atudencs have a high school or 

GED diploaa in order to receive aid, eliainate the $5 institutional 

adminiscrat ive allowance, and remove the 30 percent ceiling on 

applications that the Department c:*n require to be validated. 

It is projected that these changes will remove over a nillion students 

fron the Pell Grant prograa. 

The President's budget would abolish the Supplcsental Grants , 
College Work-Study, Direct Loans, State Student I''.entive Cranis, 
and some smaller gradua':c fellowship programs. These changes would 
eliminate more than two million more feder*. aid awards. 

The President's burgee wouli reduce t'le federal subsidy for 
the Guaranteed Student Loan program and cut the cost of Che program 
by almost $2 billion. Accordirg to tne American Council "n 
Education, coses to borrowcra would be increase<i by ending the 
federal subsidy of in-school interest and substituting a nine 
percent "guarantee fee" for the current 'i^e percent origination 
fee. Students would be charged T-bill ratt^s of interest while 
in school, and in the third yei r of repayment the lender would 
establish a fixed or variable interest rate not to exceed the T-bill 
race plus 2.75 percent. These lower rates, which would reduce 
lender return, plus the necesaity to collect interest from each 
student while in school,- could induce many bmks to pull out of the 
program entirely. 

Probably che most perplexing change propounded in the President's 
FY *3S budget calls for expanding the $5 million incoac-cont ingon t 
loan experiment to a $600 million program. This program was 
specifically rejected by Congress last year and was relegated to 
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detsonstratlon project status. Now, before there arc any conclusive 
results to b*> gleantd froo the Pllor progra»,^ the Adoi nlstrat Ion 
Id seeking to institute a full-b' ograa which under any 

circumstance wilJ increase th a college edu-ation to 

the pait icipating fan .ies or s .w^ts. 

The scope of this new incotae-Joan cc lingent (ICL) program 
cannot be understated. The practical eff-.t of the program will 
be to make it s ignif Iw^ntly more expensive for those students who 
depend on financial assistance to attend school. Further, it 
is particularly d iscr im i.iat ory towards those who graduate froo 
college and secure low-wage earnings. 

e National Association of Student Financial Aid Administrators 
estimates that the cost burdens on students under the ICL program 
will increase dramatically when compared to the curicnt combination 
of Perkins loans and Guaranteed Student Loans. The NASFAA concludes 
that for a $1S,000 loan, with an average starting inc^ l^av^ng 
college of $18,800 adjusted for annual 3 percent salary increases, 
the individual will repay,^ under the ICL program, $35,651 over the 
course of 11 years. "nder a combination of Peri;irs and CSL Aoans 
of $l5t000, the same individual would repay the loan over fn yea»-s 
with the cuaulative repayment beinR $20,191. These numbers assume 
a 91-day Tieasury bUl rate of 5.5 percent. Of course, under hlghci 
interest ra' assumptions, the cumulative amount under the ICL program 
increases v ^),c ooo>ination Perkins/bSL amount remains constant. 

Thus, assuming y^-day Treasury bill rates of 7.0 percent, the cumulative 
repayment under iCL takes twelve years and amounts to $41,255. With 
the assumption of 9.0 percent T-bill rates, it would require 13 years 
with a cumulative repayment amount reaching $49,^81. Also, under 
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the ZCL proposal, yearly repayoents gradually increase, as do oonthly 
payments. While monthly payments under all three Interest rate 
assumptions start out at a modest $56.40, they grow to $352 per 
nonth by year seven. Under thi 5.5 percent Interest rate assumption,, 
monthlypiyments In the eleventh and final year would be $462 per 
month. Under the 7.0 percent Interest rate assumption, monthly 
payments In the 12th and final year would be $494 per month. Finally, 
under the 9 0 percent Interest rate assumption, montnly payments 
In the 13th and final year would be $529 per month. 

The ICL proposal Is not only Interesfrate sensitive, however. 
It Is also Income-sensitive. For Instance,- the NASFAA has calculated 
that under the Admin Is tat Ion proposal, a college graduate who starts 
hl3 or her career making $12,000 per year would be required to repay 
a $15,000 ICL over the course of 25 yeais. The cumulative repayment 
amount would reach $99,993 and monthly payments would 1. reasc from 
$36 In the first year, to $275 by year 10, and would Increase to 
$718 a month by the 25th and final year. 

Yctt a college graduate earning $22,000 In his or her first 
year,- would repay rhe same >15,000 loan over a period of 11 years. 
The cumulative amount repaid would be $44,932, less than half the time 
and expense Incurred by the lower-Income wage earner. Of course. It 
must be remembered that under the Perklns/CSL loar program mix, the 
cumulative amount of $20,191 would be repaid over ten years. 

Clearly,- these proposals make It less and less attractive to 
pursue a higher education. In the case of the college graduate earning 
$12,000 In his or her first Job, the debt burdens Incurred amount to 
little ifiore than garnishment of wages. Serious questions arc raised 
as to the Impact such debt would have not only on the borrower, but 
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also, and aaybe nore Importantly, on the next generation. The 
general lapact of increasing debt Is to mortgage one's future 
A 25-year loan repayment peclod, a cumulative repayment amount 
six and one-half times the original amount, and monthly payments 
of $718 per month, have a practical effect of mortgaging the 
student's future, not to speak of the limitations It places on 
his or her offspring. 

These proposals are unconscionable and should be rejected 
out of hand. 
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STUDENT AID IN THE REAGAN ADMINISTRATION: FY 1981-87 

Fact Sheet PrePared by Charles B. Saunders, Jr., Vice President 
for Covernoental Relations, American Council on tducatlon 
November 1986 (revised) 



Ftrst year. $200 million cut froa tht FY 81 appropriation for student 
ild passed by the previous Congress. For FY 82 president Reagan requested 
sdditlon&l cuts totalling $332 Billion. Congress initially accepted, then 
rejected further cuts, overriding the President's veto to «nact a Supplemental 
Appropriation setting final FV 82 funding slightly over FY 81. 

However, the Omnibus Budget Reconciliation Act of 1981 phased out 
social Security educational benefits, which had provided i2 billion — one 
fifth of federal student aid — in FY 81. In addition, the Reconciliation Act 
restricted eligibility for Guaranteed student Loans and sharply reduced 
spending ceilings for other student aid programs. 

second Year . For FY 83 President Reagan proposed a 50 percent cut in 
need-based student aid programs, totalling $1,757 billion in reductions. 
Congress rejected the cuts and level-funded appropriations. 

Thl rd Year . The President's budget for FY 8' sought about the same 
funding level as FY 83, with substantial protjtam chang«s. Congress rejected 
the changes and Ir.c^eased appropriations for student aid by $404 million. 

Fourth Year. The FY 85 budget requested a $330 million cut In student 
aid programs; Congress provided an increase of $1.26 billion. 

Fifth Year . The FY 86 budget requested cuts In student aid totalling 
1.6 billion, or 31 percent. The Budget Resolution approved by Congress 
rejected the cuts and permitted increases to keep pac« with inflation, but the 
FY 86 appropriations bill held lundlng at the previous year's level. However <^ 
a 4.3 percent across-the-bo&rd sequester was imposed on March I to implement 
the Gramm-Rudman-Holl Ings deficit reduction act. 

Sixth Year . The FY 87 budget sought to cut student aid by $1 billion, 
or 26 percent. Congress ignored the Administration's recommendations, and 
passed a 8ud9et Resolution which permitted inflation increases for all 
education programs. The final appropriation increaied pell Grants by $400 
million and restored other student aid programs to their pre-sequester levels. 
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TY 81 Appropriations 

The FY 81 appropriation levels established by the previous Congress 
in the Continuing Resolution of December 1980 were reduced early in the 
97th Congress. Need-based student aid programs were cut $200 million from 
FY 80 levels: $100 million in Pell Grants and $100 million in Direct Loans. 

FY 80 FY 81 

Pell Grants $2,441 B $2,346 B 

SEOG 370 H 370 H 

CWS 550 H 550 H 

NDSL 286 H 186 H 

SSIG 77 H 77 H 

TOTAL $3,724 B $3,529 B 

However, the Pell Grant program suffered a real cut of $500 million 
below the figure required to maintain all current eligible* in the program 
($2.85 billion). As a result, the maximum award was cut to $1,670 (fros $1,750 
in FY 80 and $1,800 in FY 79, while college costs rose 30 percent over the 
three-year period). Further eligibility restrictions were imposed which 
eliminated 150,000 students with family incomes over $25,000. Thus, the 
effective cut in need-based federal student aid for FY 81 totalled 5600 million 
(3500 million Pell Grants, $100 million NDSLTT 

O mibus Budget Reconciliation Act of 1981 

This Act, signed by President Reagan August 13, 1981, drastically 
reduced spending ceilings for higher education programs for Fiscal Years 1982, 
1983, and 1984. The Act effectively repealed many of the provisions of the 
1980 Education Amendments and the Hiddle income student Assistance Act of 197" 
prohibiting increased funding for most programs and renuiring further 
restrictions on Pell Grant eligibility. The act a^de th^se changes: 

(A) Appropriations limits were imposed on the Pell Grant program for 
the first time. These limits ($2.65 billion for FY 82, $2.8 billion for FY 83 
&nd $3 billion for FY 84) foreclosed authorized increases in the maximum award 
to compensate for the rising costs of college. 

Authorizations for SEOG, CWS, NDSL, and SSIG were set at FY 80 levels 
oreclosing growth in these programs through FY 84. (By contrast, the 1980 
Amendments had authorized increases rising by FY 84 to $800 million for CWS,, 
$550 million for NDSL,, $200 million for SSIG, and "such sums" for SEOG.) 

For FY 82 alone, these ceilings imposed a loss of $1 billion from 
"current policy" funding levels which would have permitted continued support 
for all current eligibles and reasonable growth to keep pace with inflation 
In tact, however, the loss was greater than SI billion, since final FY "52~ 
appropriations were S378 million below the Reconciliation levels . 

(B) Eligibility for Guaranteed Student Loans was restricted to 
students with family incomes of $30,000 or les5, or unmet demonstrated need 
ever $30,000. A five percent origination fee also was established for each 
new guaranteed loan, and the interest on parent loans was increased to 

14 percent. 
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Xhus th e cost Of borrowing was increased 5 percent for all partici - 
pants i n ^e program, and ihe new enqiP iiity requirementt torced approxi^tely 
800,000 current borrowers out ot the program m Academic Yga r 19B2-B3. 

(C) Social Security educational benefits were phased out, with no 
new recipients as of June 1982 and current beneficiaries receiving an annual 
reduction of 25 percent until all benefits end in fY85. This step alone 
elimi nated one of the largest sources of stud ent support: in Acaoe^l£Year 
l^Al-flS some 7b0 .000 students received social security beneti ts totalling 
52 billion annuahy. the loss ot these benefits placed severe strains on other 
student aid program s, which could not be increased to compensate for inflation. 

FY 82 Appropriations 

President Reagan initially proposed cuts in student aid for FY 82, 
and submitted further cuts in the fall of 1981. The revised ^•^^m?!! !oi?S\ave 
represented a 30 percent cut from the "current services" level which would have 
implemented the 1980 Aaendsents and provided modest growth for inflation, 
a 19 percent cut from the Reconciliation Act levels; a 9 percent cut from FY 81 
Levels, and a 14 percent cut from FY 80 levels (despite a 20 percent increase 
in the Consumer Price Index). 

The President also proposed to remove the in-school interest si' lidy 
from the Guaranteed Student Loan program, which could endanger lender 
participation by requiring banks to bill students for interest while ir. -hool . 

Congress rejected further cuts in the GSL program, but initially 
sustained the requested cuts for other student aid programs. However, on 
September 10, 1982, a Supplemental Appropriation was enacted by 'Overriding the 
President's veto, thereby rejecting the rescissions and raising che final 
appropriation to approximately the FY 81 level [-Jthough S378 million below 
*he Reconciliation Act levels and $169 million below FY 80): 



Pell Grants 

SEOG 

CWS 

NDSL 

SSIG 

TOTAL 



FY 82 
Reconciliation 
Ceilings 

$2,650 B 

370 H 

550 H 

286 H 

77 H 

$3.93? a 



FY 82 
Reagan Budget 
(Revised) 

$2,188 B 
278 H 
484 n 
179 n 
68 n 

$3,197 B 



Final FY 82 

$2,419 B 
355 H 
528 K 
179 H 
74 H 

$3,555 B 



FY 83 Appropriations 

Massive cuts in federal student aid were proposed President J"9jn's 
FY 83 Budget. The request for need-based aid represented a 56 percent cut 
below the levels of the Reconciliation Act and 50 percent below the levels for 
the 1981-82 Academic Year. The proposals would have resulted in a loss of 
over 2 4 millionawards, and forced thousands of students to drop out or 
cilige their educational plans. Further restrictions ij^he Guaranteed Lo 
program were proposed to nalce borrowing more expensive for 
Vtulllls and deny access to the program for over 600,000 graduate students. 
Under the Administration's budget: 
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PeP Grant changes would have reduced '.he maxinua award to $1,600 
eliainatinr .everal hundred thousand middle incoce students from eligibility 
and impos*ng a 12 percent cut on the neediest students. Supplemental Grants 
(SEOG)/ State Student Incentive Grants (SSIG)« and federal capital 
contributions to the Direct Loan program (nDSL) would have been eliminated. 
College Work-Study (CWS) would have been cut 25 percent to S397.5 million. Th" 
TRIO programs would have been cut 47 percent to 582 million. 

Guaranteed Student Loan (GSL) changes were proposed to double the 
origination fee from 5 to 10 percent; replace the 530,000 income eligibility 
cap by li«iting eligibility to unmet need (cost minus family contribution and 
other aid); require borrowers to pay market interest rates two years after 
entering repayment; and remove graduate and professional students from 
eligibility. 

Graduate Fellowships were also proposed for elimination, including 
$11.5 aillion in awards for minorities and women and public service 
fellowships . 

Before the 97th Congress adjourned, a Continuing Resolution was 
enacted which set student aid aopropriations for FY 83 at the following levels: 

FY 8 3 FY 83 

Reconciliation Reagan FY 83 

Ceilings Budget Appropriation 

Pell Grants 52.800 B 51.400 B 52.419 B 

SEOG 370 n 0 355 H 

CWS 550 n 398 n 540 H 

NDSL 286 n 0 179 H 

SSIG 77 n 0 60 H 

TOTAL 54.083 B 51.798 B 53.553 B 

Thus, while FY 83 funding for these programs was almost identical to 
1 for FY 82,, it was 13 percent below the Reconciliation ceiling and, 
ant dollars, 23 percent below the FY 80 level. 

FY 84 Appropriation! 

In its first few months the 98th Congress took several steps to 
increase funding for student aid. An emergency jobs till included a 
550 million FY 83 supplemental for College Work-Study. The FY 8<4 
Budget Resolution assumed increases in the student aid programs. The 
Labor-HHS-Education appropriation provided increases totalling S370 million - 
5540 million over the Administration's budget but 5332 million under 
Reconciliation ceilings. 

The Administration's FY 84 budget represented a narked turnaround 
from its FY 83 proposals, but nevertheless called for further restriction of 
educational opportunities. Pell Grants, Supplemental Grants (SEOG), Direct 
loans (NDSL), and State Student Incentive Grants (SSIG) were to be replaced by 
a new "self-help supplement" grant progran and an expanded work>Study program. 
Student aid funds would be reallocated to effect "a major philosophical shift" 
by requiring significantly increased family contributions, student borrowing, 
and self-help. To accomplish this goal the Administration proposed to modify 
the formulas by which Pell Grants are computed to remove many students from 
eligibility. By its own estimates, the net effect would eliminate 
approximately 1 aillion student aid awards. 



the tota. . 
in constant dol 
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student Loans would be restricted by requiring all recipients to 
undergo a needs test and by doubling the loan origination fee for graduate 
students. 

The Adainistration again proposed to eliminate graduate fellowships 
*or Binorities and wosen, and sought to ispose a 77 percent cut on the special 
services (TRio) prograas. 

The budget also proposed a new initiative: an Education Savings 
Account under which faailies would be able to sake an annual investoent of up 
of to $1,000 per child per year; interest and dividends would be tax-free. 
Eligibility for the program would be phased out at incomes between $40,000 and 
$60,000. Savings could be used to pay tuition, room and board directly to a 
college* but only for full-time undergraduates between ages 18 and 26. 

The final py 84 appropriation rejected the Administration's 
recommendations and increased overall funding of the current programs as 
followsi 

FY 84 

Reconciliation TY 84 FY 84 

FY 83 Ceilings Reagan Budget Approp. 



Pell Grants $2,419 S $3,000 B $2,713 B $2,800 B 

SEOG 355 n 370 H 0 375 M ** 

CWS 590 H* 550 H 850 H 555 M ** 

NDSL 179 n 286 n 0 161 n 

SSIG 60 H 77 n 0 76 « 

TOTAL $3,603 B $4,283 B $3,563 B $3,967 B 

TRIO 154.7 n 170 H 35 H 164.7 M 

Graduate Fellowships 

GPOP 10 H 14 n 0 11 n 

Public Servire 1.9 M 0 2.5 .M** 



* Includes $50 million Supplement^tl added m tne emergency jobs bill. 

** Includes $5 million added in 2nd Continuing Resolution. 

*** Includes $500,000 added in the Supplemental Aopropriation. 

FY 85 . .'oropriations 

Prei;ider.c Reagan's TY 85 budget showed a slight increase for higher 
education - attributable entirely to a $584 million increase in the esticated 
cost of the Guaranteed Student Loan program. Otherwise, student aid cuts were 
proposed totalling $330 million, representing 913,000 awards to undergraduate 
and graduate students. 
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Grants were to be reshaped into a "Self-Helo r.rant Pr««r*-. - ^ 
students expected to contribute Si „ini»u» of S500 or 40 p2?cei?'of ioUe^ 
costs through work or loans before receiving a grant. The aaxiaSa q?ant'Sould 
hav. been raised froa SI, 900 to S3, 000, but eligibility requ"e»ents SSu'd have 
been restricted by raising taxation rates on discretionary faiiirincoa^ iSe 

^^^"^ """^^ ^^^^ »ade:%nd^0 pe??ent 
the requested funds would go to students with faaily incont under S12,000. 

fl<^.,.^ r ^"^?i^?f?^"^ Grants (SEOG), federal capital contributions to the 

Si ffLJ^^r <NDSL) program, and state Student incentive Grants (SSIG) were to 

be eliminated . College Work-Study (CHS) was to be increased S295 ailUo" 

^.^4 I Guaranteed student Loan (GSL) revisions were proposed to require all 
cSfiSir^* f° ""^^''^ " "'t^* Ad»inistration JougJt legislative 

change, to increase state loan agencies' share of default and ad-inisiritlve 

Gr«du»f ^"'y" ^" half to S82 million, and 

/ *"'f* proposed for elinination. An Education 

Savings Account was again proposed. s.uus.aw*wii 

«„H-^t oJoV^'?!!! "^'fif* Adainistration's recoaaendations , passed a 
Budget Resolution providing aaple rooa for increeses in student aid, and 

appropriations by SI. 26 billion, Jr SI 6 b lliSS more 
than requested by the President, soae SI billion of the increase went to the 

program to raise the aaxiaua award to S2100, and to aeet previous 
shortfalls in the program. The increases were distribited as follow?' 



Pell Grants 

SEOG 
cws 

NOSL 
SSIG 

TOTAL 

TRIO 

Graduate Fellowships 
GPOp 

Public Service 

Natl Grad Fellowships 



FY 84 




FY 85 


FY 85 




Approp 




Adain. Reauest 


Pinal 




S2.800 


B 


S2.800 B 


S3. 862 


B * 


375 


n 


0 


412.5 


n 


555 


n 


850 n 


592.5 


n 


161 


K 


0 


192.5 


M ♦ 


76 


M 


0 


76 


n 


S3. 967 


B 


S3. 650 B 


S5.135.5 


B 


165 


n 


82 H 


175 


n 


11 


n 


0 


12 


K 


2.5 


n 


0 


2.5 


n 


0 




0 


2.5 


n 



* Billion for previous shortfalls and S287 nillion to fund 

S2100 pell naxiaua at 60 percent of cost. 

** Includes S2.4 nillion supplemental. 
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FY 86 Appropriations 

The President's FY 86 budget recomaended daep cuts for student aid 
progransr totalling $1.6 billion (31 percent^ below the final FY 8S figure. 
-Proposed Pell Grant changes would refflove 808.000 middle incose students and 
^^lact an absolute cap of $25,000 family income on eligibility. In addition, 
"the Administration sought to reduce the FY 85 cost of the Pell program by 
providing a $2,000 aaximua instead of the $2,100 intended by Congress. 

The Administration renewed its attempts to eliminate SEOGs, SSIGs , and 
Direct Loan capital contributions, while in^reasi. g College work-Study 
<C>fS) $257 million to $850 million. 

For Guaranteed Student Loans, the Administration again proposed a needs 
test for all recipients, adding an absolute cap on eligibility for adjusted 
gross family incomes over $32,500 (estimated to eliminate almost one million 
borrowers}. In addition, the interest rate was to be raised from 8 percent to 
T-bill rates, and interest rates for PLUS/ALAS loans were to be set by the 
lender (not to exceed T-bllls plus 3 percent). Additional cost-saving 
recommendations included a fixed special allowance for lenders of 
1 1/2 percent in-school and 3 percent during repayment. PLUS/ALAS borrowers 
were to be charged one percent of the loan to cover program costs, and their 
loan limits were to be raised to $4,000 annually and $20,000 cusulatj 
The Administration again sought to cut the TRIO program in half, and 
eliminate graduate fellowship support. 

The Budget Resolution adopted by the Congress rejected the substantial 
cuts requested by the Administration, settini^ a ceiling for student aid 
programs which would permit incrf^ases to keep pace with inflation. The 
Resolution required savings in the GSL program totalling $100 million in FY 86, 
$250 million in FY 87, and $450 million in FY 88. 

The FY 86 appropriation bill, enacted December 12, 1985, did not provide 
inflation increases in student aid programs but kept them at FY 85 levels, 
$1.3 billion more than the President had requested. However, on the sane day 
the President also signed the Balance Budget and Emergency Deficit Control Act 
containing the Gramn-Rudman-Hollir.gs Amendment which imposed across-the-board 
reductions of 4.3 percent i$200 million) in FY 86 appropriations. A later 
supplemental appropriation providea $146 million over the past-sequester level 
for Pell Grants. 







FY 86 


Pre-Sequester 


FY 86 




FY 85 




Admin. Request 


FY 86 




Final 




Pell Grants $3.8b2 


B 


$2,691 B 


$3,588 


B 


$3,578 


B • 


SEOG 412.5 


H 


0 


412.5 


K 


394.8 


K 


CWS 59 2.5 


H 


850 M 


592.5 


K 


567.0 


K 


NDSL 19 2.5 


H 


0 


190 


K 


181.8 


K 


SSIG 76 


H 


0 


76 


K 


72.7 


.1 


TOTAL $5,135.5 


B 


$3,541 B 


$4,859 


B 


$4,794 


B 


TRIO 175 


K 


82.4 N 


176 


K 


168.8 


K 


Graduate Fellowships 














GPOP 11.8 


K 


0 


11.8 


H 


11.2 


K 


Public Service 2.5 


K 


0 


2.5 


n 


2.4 


M 


N'atl Grad Fellowships 2.5 


n 


0 


2.5 


H 


2.4 


M 



* Includes $146 aillion supplemental. 
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FY 87 Appropriations 



The rv 87 budget for higher education sought a $1 billion cut in 
wi; jAn!!*!???'*''"^ f^"* programs, ror Pell Grants, the Administration request 
ru? *"''"[!^ ""^^"^^^ ^° '""^ * 52,100 maximum, requiring a 

^'^^^ current program. Supplemental Grants, 
College Work-Study, and SSIG were again proposed for elimination, to be 
i!5 , « * ^ ? new work/grant program which would provide 681,000 fewer awards 
and require institutions to provide 50 percent matching fgnds by 1990-91 The 

Si£innM*?lS'2?;;j;r''?\'*^'\PrP''"'' replaced by a new, Jnsubsidized and 

substantially higher-interest loan program (instead of 5 percent, T-bill rates 
plus 3 percent accrued and compoundsd in school and repaid for the life of the 
loan on an income contingent basis) which would serve an estimated 411,000 
soiirtlo^Silliin PfOPO«al« would reduce total awards from these programs by 

Revisions in the Guaranteed Loan Program were proposed to serve an 
estimated 3,251,000 borrowers (619,000 fewlr than cu?renti;), whJ "oSlS pay 
interest at T-bill rates until the third year of repayment, with in-school 
interest accrued ana compounded ; T-bill rates plus 3 percent thereafter 
i^^i^?? ^-??'f£y7f! "i" charged 8 percent, paid by the government while in 
school) Eligibility for unsubsidized PLUS loanj would be expanded, increasing 
the number of borrowers participating by an estimated 343,000. But proposals 
to eliminate the in-school subsidy and reduce the special allowance threatened 
to collapse the entire program. 

The rY 87 proposals also assumed the elimination of all graduate 
level continuation of the TRIO program at half its current 

congress rejected the Administration's proposed cuts. The Budget 
Resolution assumed cost-of-living increases for all education programs. The 
final appropriation in the FY 87 continuing Resolution restored the funds 
sequestered by Grama-Rudman-Hollings, and added $368 million to Pell Grants 
fully fund the program at a $2,100 maxiaum. 



pell Grants 

SEOG 

CHS 

NOSL 

SSIG 

TOTAL 



TRIO 

Graduate Fellowships 
GPOP 

Public Service 

Natl Grad Fellowships 



FY 86 
Final 

$3,578 B 
394.8 N 
567,0 K 
181.8 N 
72.7 H 

$4,794 B 

168.8 K 



11.2 
2.4 
2.4 



FY 87 
Adain Request 

$3,250 B 
0 

400 M 
190 N 

0 



$3,840 
82.4 



B 



FY 87 
Final 

$3,900 B 

412.5 K 

592.5 K 

193 K 

76 n 

$5,174 B 

176.4 H 



11.8 n 
2.5 n 
3.4 n 



* Includes $100 million for prior year shortfall. 

** Includes $5 million for income-contingent demonstration. 
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THE IMPACT OF THE PRESIDENT'S FISCAL 
YEAR 1988 HIGHER EDUCATION PROPOSALS 
ON THE STATE OF TENNESSEE 



TUESDAY, FEBRUARY 10, 1987 

U.S. Senate, 
Committee on the Budget, 

Memphis, TN. 

The committee met pursuant to notice at 10 o'clock a.m., in the 
Student Government Legislature Building, 4th floor, Memphis 
State University, Memphis, Tennessee. Hon. Jim Sasser, presiding. 

Present: Senator Sasser. 

Staff present: Lance Simmens, senior economic counsel to Sena- 
tor Sasser. 

Dean Carson. We are very pleased to have with us today the 
senior senator from Tennessee, Senator Jim Sasser, who is conduct- 
ing a field hearing for the Senate Budget Committee dealing with 
the issue of aid to higher education. This is a topic of real concern 
to all of us. We appreciate very much the University's opportunity 
to host this hearing, and we appreciate very much the willingness 
to come out and express your concerns relati^'e to this vital issue. 
Senator Sasser. 

[Applause.] 

Senator Sasser. Well, thank you very much. Dean Carson, I 
want to express my appreciation to Memphis State University for 
allowing us access to these very marvelous facilities here, and I 
want to express my appreciation to all of you who come here today 
indicating an appreciation and a concern over the administration's 
fiscal year 1988 budget proposals for higher education. 

OFENING STATEMENT OF SENATOR SASSER 

Senator Sasser. Before introducing our first witness today, I 
would like to say just a few words. This is one in a series of hear- 
ings that I will be conducting across the State to determine the 
impact of the administration s budget request and proposals for 
fiscal year 1988 on higher education and also on vocational educa- 
tion. As I said earlier, these hearings will be held under the auspic- 
es of the Budget Committee of the United States Senate, of which I 
am a member, and the hearing record that will be compiled here in 
Memphis and later in Knoxville and Nashville will be part of the 
permanent record of the Budget Committee and will be studied, ex- 
amined and discussed as we proceed in acting upon the administra- 
tion's 1988 budget request as it deals with higher education. 

(1) 
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EDUCATION PLAYS CRUCIAL ROLE IN REGAINING COMPETITIVE EDGE 

Now it's my view that if this Nation is to regain a competitive 
edge in an increasingly competitive world marketplace, the educa- 
tion of our people will play a crucial and important role. I think 
the administration's budget proposals dealing with education do 
not adequately take this matter into consideration. For example, 
under the administration's budget proposal, funding for C!ollege 
Work-Study Programs would be completely eliminated. This would 
eliminate jobs for 787,000 financially needy students across this 
country. 

Also under the administration's proposals, funding for Supple- 
mental Education Opportunity Grants would be completely elimi- 
nated. This would, by all calculations, eliminate an additional 
720,000 financially needy students from institutions of higher edu- 
cation. Under the Administration's proposals, funding for the State 
Student Incentive Grant Program would be completely eliminated, 
affecting about 276,000 students. 

Changes in the Pell Grant program, which is the backbone of the 
Federal Government's efforts to try to make higher education 
available to needy students would affect at least 222,400 students 
nationwide. And under the administration's proposals, restructur- 
ing of the Guaranteed Student Loan Program would result in 
207,000 fewer students being able to participate in this program 
next year. 

In sum, these proposals make higher education, a college educa- 
tion, more expensive for the students themselves and more expen- 
sive for their families, because it will transfer on to the students 
and their families a larger burden in defraying the cost of college. 
This is going to mean that for many students, access to a college 
education will be denied to them. 

FAMIUES WITH CHILDREN IN COLLEGE FORCED TO SACRIFICE 

Chart 1 that I have here shows the average expenditures of a 
family of four with college age students with an income of 
$36,302— and I might say that that income is significantly higher 
than the average income here in the State of Tennessee. Even with 
an income of over $36,000, you can see that after all of the bills are 
paid, including the education bills, what's left over amounts to 
about $726. So with an upper middle class family making $36,000 
with the way these programs are being restructured, it will simply 
mean that they are going to have do away with or substitute 
some of the necessities of life if they re going to send their children 
to college. 

The second chart shows the actual proposed reductions in eco- 
nomic funding contained in the administration's budget. As you 
can see, this results in a 51 percent cut in direct investment in 
what I would characterize as economic competitiveness and in the 
education of the people of this country. 
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•CHART 1 



Average Expenditures: FanriEly of Four with 
College Age Ciiildren 



Taxes 



$726 Loft for 
Savings and 
Emergencies 



Food, Car, Other 
Necessities 




Housing 



Education 
Leftover 2% 

Other 



Income: $36^ 



CO 



Senate Budget Committee Staff. January 13, 1987 
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U.S. Depprtment of Education 
Direct investment in Economic 
Competitiveness Cut 51 Percent 

(In Billions of Dollars) 




Reduced Investment 
(87 V. 88) 

-3.7 B Student Aid 
-0.9 B Vocational Ed 
-0.1 B Math/Science Grants 
-4.7 B Total 




Piepstr 'ly: Senate Budget Committee. January 1 
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PENNY WISE, POUND F'^OUSH WiiEN IT COMES TO EDUCATION 

Senator Sasser. Now these proposals may satisfy the technical 
requirements of trying to reduce Federal expenditures, but as 
Henry Ford once said: **Economy has frequently nothing whatever 
to do with the amount of money being spent, but the wisdom used 
in spending it." \nd I would submit that we are being penny-wise 
and pound foolish when we spend enormous sums of money in this 
country for various and sundry programs, while reducing our in- 
vestment in education. 

Well, why is this taking place? Why is the administration propos- 
ing this? I think some of the underlying policies that they are em- 
bracing dealing with education are misguided. For example, the 
Secretary of Education Mr. Bennett, himself a learned and distin- 
guished individual, appeared before the Senate Budget Committee 
a few weeks ago. And he took the position that education l^enefits 
only the individual, and that a higher burden of paying for this 
education ought to be transferred to the student. 

Now I reject that assumption. I think that educated citizens are 
a benefit to our whole society. They benefit our economy because 
tKfeir education and expertise makes us more productive. Their 
education makes us more competitive in the world marketplace, 
and educated citizens are necessary in our democracy to make our 
system of government work. It makes our democratic system of 
government more stable and more secure here at home when we 
have an educated citizenry. 

INCOME CONTINGENT LOAN CONCEPT 

So I think this is the manner in which we should approach the 
problem of financing education in this country. Now according to 
the National Association of Student Financial Aid Administrators, 
under a program being advanced by the Administration, the so- 
called Income Contingent Loan concept, if a student borrowed the 
money under this p/ogram to pty for his or her college education- 
let's say they borrowed $15,000 while they were in school— if the 
student, when graduating, earns $12,000 in his or her first job— say 
he or she became a school teacher and their salary cap was in that 
neighborhood— they would end \ p paying almost $100,000 back to 
the Government on a $15,000 loan over a period of 25 years. In the 
24th year— they are paying back over 25 years— in the 24th year of 
repayment, the monthly payments would run $718. That's 24 years 
after they get out of college. And it discriminates against those 
who have lower incomes when they get out of college in favor of 
those who have higher incomes. 

For example, if a student graduated and started making $22,000, 
the loan that took the $12,000 wage earner 25 years to repay would 
be paid back in 11 years. And the total repayment would be slight- 
ly under $44,000. So it is regressive. And the school teacher would 
end up paying a lot more money over the long run than say the 
stock broker would. I don't think that's fair. I think we ought to be 
encouraging people to go get an education and go into the business 
of educating others. 

Under the current financing combination of the Perkins and 
Guaranteed Student Lroans, the total repayment period would be 10 
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years, and the total repayment would amount to a little over 
$20,000. So you see the difference. Today the total repayment is 
$20,000. Under the program they're advancing it could be as much 
as $100,000 if a person had a lower income. 

VOCATIONAL ED FUNDING MUST BE MAINTAINED 

Well, not everyone can attend college, and not every one should. 
We need in this society, in this economy, those who are auto me- 
chanics, those who are carpenters, those who are plumbers. Those 
are honored and necessary occupations. There are those who 
cannot attend college or do not want to attend college, they may 
prefer the vocational education route. The administration is pro- 
posing to terminate almost a billion dollars of Federal funding in 
vocational education programs. 

Further, they would require that before one could qualify to go 
to a post-secondary vocational education school and get Federal aid, 
they would need either a high school diploma or require a GED for 
financial aid. We calculate that in Tennessee that would have the 
impact of eliminating 25 percent of the students in our rural coun- 
ties from being eligible for Federal aid post-secondary State voca- 
tional education schools. 

I could go on, but I think we have made our point, and we have a 
distinguished witness here this morning who is operating on a very 
tight schedule. So I shall suspend and just say that our first wit- 
ness this morning is Doctor Wilka Herenton, who is currently serv- 
ing as superintendent of schools here in Memphis. He's a graduate 
of LeMoyne College, Memphis State University and earned his 
Ph.D. from Southern Illinois University. He is chief executive offi- 
cer of the Nation's 13th largest school district. And Dr. Herenton is 
responsible for the overall management of human and physical re- 
sources in the Memphis school system. He manages an employ- 
ment force of 10,500 individuals and administers a budget totalling 
over $300 million. Dr. Herenton this morning has indicated he will 
focus mainly on proposed budget cuts on the vocational education 
system, and I will welcome you. Dr. Herenton, and say that we are 
pleased to have you h^^e today. We look forward to your observa- 
tions and comments. 

STATEMENT OF DR. WILLIE HERENTON, SUPERINTENDENT, 
MEMPHIS CITY SCHOOL SYSTEM 

Dr. Herenton. Senator Sasser, I would like to commend you for 
having a deep concern about the future of this State. I think your 
concern is indicative of the fact that you^re traveling the length 
and the breadth of this State to give citizens and other officials the 
opportunity to address many of the proposed cuts as part of the ad- 
ministration's fiscal year 1988 budget. So I commend you for the 
leadership that you are exerting from your seat as a senior citizen 
of Tennessee. 

Senator Sasser. Thank you. 

Dr. Herenton. I would also like to express appreciation to Mem- 
phis State University for hosting this hearing. Speaking as superin- 
tendent of the Nation's 13th largest school district, Tm pleased to 
have the opportunity to appear before this important Budget Com- 
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mittee. It is no secret that the American system of education is 
under great strain and is challenged to meet our domestic and 
international goals and aspirations. I find it extremely difficult to 
understand how the administration proposes such drastic reduc- 
tions in Federal funding for needed educational programs and serv- 
ices. 



The current level of Federal support for education is inadequate. 
And for the administration to propose an additional cutback quite 
frankly is appalling. The President's fiscal year 1988 $1 trillion 
budget seeks to meet the $108 billion deficit mark by cutting $18.7 
billion from several existing programs. Higher education and K 
through 12 programs would suffer more than 20 percent of these 
cuts, although they constitute less than 2 percent of the budget. At 
a time when trends and student needs and America's economic re- 
liance on an educated populace are on an increasing diverted pass, 
the administration plans to cut Sl.6 billion or alK)ut 20 percent 
from the Department of Education's fiscal year 1987 current serv- 
ice levels for elementary and secondary program is nothing less 
than shocking. 

VOCATIONAL ED PPOVIDES SOLUTIONS TO NATIONAL ISSUES 

The Memphis City School Systems through its division of voca- 
tional education offers skills and technical training for students 
and adults in the Memphis community. During the 1985-86 fiscal 
year, approximately 44,000 individuals were served in 147 training 
programs at 36 locations throughout the Memphis area. Again, ap- 
proximately 44,000 individuals are being served in 147 training pro- 
grams in the Memphis area. 

Vocational technical education in the Memphis City Schools pro- 
vides solutions to significant national issues. I think you will all 
agree that it is through vocational education programs that we can 
curb unemployment, reduce the dropout rate, improve economic 
growth and reach ou^ to the disenfranchised populations who have 
special needs. 

ADMINISTRATION PROPOSALS WOULD ABOUSH FUNDING 

The immediate effect of the Reagan administration's proposals 
would abolish Federal funding for program improvements and pro- 
grams that serve the disadvantaged, handicap, incarcerated, single 
parents, homemakers, adults in training and retraining program 
and sex equity projects. The 1986-1987 mid-year figures indicate a 
projected growth of 10 percent increase in vocational programming. 

The administration's proposed budget would further serve to con- 
tribute to the demise of vocational technical education in the Mem- 
phis City Schools because both secondary and adult funding would 
be lost. At the present time the Memphis system receives the larg- 
est portion of Federal funds coming into the State of Tennessee. 
This is due to the number and the type of programs offered and the 
various populations that we serve. 
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Federal vocational revenue for 1986 and 1987 was $2.9 billion- 
million, with State revenues being $116,000 for a total of 
$3,021,000. 

If these funds are reduced or eliminated, this would impact ap- 
proximately 547 full-time and part-time teaching positions. It 
would also impact 44,000 students and 70 support positions. So as 
you can see, it would not only have an impact in terms of reducing 
needed services to an urban population, it would also dramatically 
reduce the employment levels in our community. 

Economically this proposed budget cut would negatively impact 
the socioeconomic status of individuals and the populations they 
serve. During the 1985-1986 school year approximately 35 percent 
of the secondary students trained in our vocational technical edu- 
cation programs gained jobs in entry level employment positions. 
35 percent were employed vis-a-vis their completion of our voca- 
tional technical programs. These jobs were directly related to the 
skills training which they received. Of the 16,000 adults trained in 
supplementary and preparatory programs, 48 percent of those en- 
rolling who were unemployed or under employed were employed or 
obtained skills for upward mobility. 

Senator, given the demographics of Memphis and the fact that 
our manufacturing base has deteriorated drastically and we have a 
heavy reliance on the service sector, I think it is imperative that 
those funds be continued to be available to an urban population 
like Memphis, as well as the rural communities across our Nation. 

CUTS WOULD IDLE FACILITIES AND DENY STUDENTS 

If these proposed budget cuts should occur, billions of dollars in 
equipment and facilities would remain idle. Nationally millions of 
students would be denied the opportunity of pursuing vocational 
training in the fields of their choice. And I submit to you that this 
would not be fair to the students or the adults in our society. More- 
over, it is my view that our society cannot afford to invest poorly in 
the future of our Nation. I appeal to you and other Members of 
Congress, to Republicans and Democrats alike, to denounce the ad- 
ministration's reductions in education. 

Thank you for giving me this opportunity. If you h»ve any ques- 
tions, I would be very pleased to react. 

Senator Sasser. Thank you very much. Dr. Herenton, just let me 
say that the observation that you made that 48 percent of the 
adults who engage in the vocational education programs here in 
Memphis are employed as a result of these programs or gain 
upward mobility skills that lead to employment as a result of them 
is very impressive. We have heard a lot^of talk in recent years 
about the way our economy is growing new jobs. But one of the 
things that many people are unaware of is the kind of jobs being 
created. 

I saw some rather shocking statistics the other day that indicat- 
ed that 58 percent of the net new jobs in this country between 1979 
and 1984 carried incomes of $7,000 or less. So when you say that 
Memphis is losing part of its manufacturing base, it becomes more 
critical to retrain our people to find jobs in other areas. It's reflect- 
ed in these figures when an individual loses their job on an assem- 



ERLC 



31 



9 



bly line, a good salary, and are forced to accept, a lower paying job 
because they don't have additional skills. 

CONSEQUENCE OF EUMINATION OF VOC ED FUNDING 

Dr. Herenton, you have had a chance to look at the President's 
proposals on vocational education. Now basically, as I understand 
it, the administration's proposal would eliminate virtually all Fed- 
eral funding for vocational education. Is that accurate? 

Dr. Herenton. That's correct. 

Senator Sasser. Now what would be the practical impact here on 
the Memphis School System if the Federal Government just wiped 
out all of their contributions for vocational education? What 
impact would it have on your system? 

Dr. Herenton. Currently, Senator Sasser, we receive approxi- 
mately $3 million of Federal funds. Of the total amount of funding 
for vocational technical education, we only receive a little over 
$100,000 through the State. So as you can see from those numbers, 
the State has very little financial participation in funding vocation- 
al and technical education. 

If the Federal Government discontinues its support of vocational 
and technical education, the practical impact would be that there 
would be thousands of young people as well as adults whose train- 
ing needs would not be met. We have noted. Senator Sasser, that 
approximately 45 percent of our students continue education in a 
formal 2-year or 4-year college program. Another large percentage 
would continue education in a vocational technical training facili- 
ty. If these programs are reduced in the Memphis community, the 
unemployment rate in Memphis would increase significantly. You 
would have urban dislocation to an amazing degree. 

I think the ability of this community to retrain individuals who 
have lost jobs, the ability of our educational system to prepare 
young people who are not college oriented to make a productive 
living would be seriously curtailed. I think we would—we would 
have serious social and economic problems in a city such as Mem- 
phis. 



Senator Sasser. Dr. Herenton, it's clear to me that you think vo- 
cational education is a good investment for the Federal Govern- 
ment. If you were sitting today talking to the Director of the Office 
of Management and Budget in Washington who drew up these pro- 
posals, what would you tell him? How would you justify your view 
that vocational education is a good investment for the Federal Gov- 
ernment? 

Dr. Herenton. Well, first of all, I would remind the Director of 
Budget that the American system of education is unique in that we 
propose to educate all of our citizens, either through a formal 
degree or through some technical or vocational programs. And I 
would say to the Budget Director that in a time in which we face 
great challenges from foreign competitors, that we as a Nation can 
ill afford not to equip our students and adults to compete, not only 
in a job market in our country, but in an ever-increasing competi- 
tive job market abroad. 
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In my judgment, vocational technical education will help signifi- 
cantly to prepare our population for skilled jobs, as well as service 
sector jobs. I would say to the Director of Budget that to eliminate 
vocational education would help to create unemployment; thus we 
would create a larger percentage of people who are not prepared to 
participate economically in our system. I think it would increase 
dramaticaJly the dropout rate, which is a national disgrace in 
many of our urban and rural centers. I think it would also create a 
host of social problems. 

Senator Sasser. Dr. Herenton, I know that you have another en- 
gagement, and you're very good to come here this morning and 
share your views with us. We thank you for appearing. I think that 
your presentation here this morning will be persuasive to my col- 
leagues on the Senate Budget Committee, and I intend to make 
sure that a number of them see your testimony. Thank you very 
much. 

Dr. Herenton. Thank you, sir. 

Senator Sasser. Our next panel will consist of Miss Sue Harpole 
and Mr. Andrew Spooner. Miss Harpjole is currently the director of 
financial aid services at the University of Tennessee here in Mem- 
phis, and Mr. Spooner is a student at ttie university. 

Prior to serving as director of financial aid services at UT here 
in Memphis, Miss Harpole served as director of admissions and stu- 
dent affairs at Mercer University in Macon, Geoipa. She received 
her bachelors degree in English from Mississippi State University 
and also received her masters degree in education from the same 
institution. 

And Mr. Spooner, is he here? 

Ms. Harpole. We are waiting on Mr. Spooner, Senator Sasser. I 
hope he's bringing a new life into the world because he certainly 
aged me by waiting on him this morning. He should be here any 
minute. 

Senator Sasser. Well, Mr. Spooner is a student at the University 
of Tennessee here in Memphis. Let's hear what you have to say 
this morning. Miss Harpole. 

STATEMENT OF SUE HARPOLE, DIRECTOR OF FINANCIAL AID 
SERVICES. UNIVERSITY OF TENNESSEE-MEMPHIS 

Ms. Harpole. Thank you. It's good to meet you. Senator. On 
behalf of President Boling, Chancellor Hunt and the students at 
UT-Memphis, I want to thank you for the opportunity to come 
before you and present you with impressions and an analysis of the 
President's fiscal year 1988 budget, his effects or its effects on our 
students. 

president's budget deters students' endeavors 

We have 1,708 students enrolled at the University of Tennessee; 

1,232— let me stop to introduce 

Senator Sasser. Welcome, Mr. Spooner. 
Mr. Spooner. Hello, Senator Sasser. 

Senator Sasser. We have awaited your arrival with eager antici- 
pation. We're glad to see you here. 
Mr. Spooner. Rough night last night. 
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Senator Sasser. Sit down, I understand. 

Ms. Harpole. Getting back, I wanted to give you some demo- 
graphic data of the students who are enrolled at UT-Memphis. 
1,2')2 are enrolled in graduate programs. The remaining 450 some 
odd students are enrolled in undergraduate programs. They are 
studying to be doctors, dentists, nurses, pharmacists and other 
health care professionals such as physical therapists and other 
technologists. 

^ At a time when we were breathing a sigh of relief over re-author- 
ization and putting finishing touches on a newsletter to the new 
students and current students, the President's fiscal year 1988 
budget was introduced, and it reversed everything that you worked 
so hard to pass in October. The effects of the budget proposal will 
be drastic and devastatingly felt on the students and their parents. 
No more will we say that access is going to be eroded. The word 
eroded suggests that over time something is worn away. The effects 
will be immediate and drastic beginning July 1, 1987. There will be 
students who are intending to enroll at UT-Memphis who will be 
unable to because of their inabilitv to pay. 

The Pell Grant proposals will eliminate 22 percent of the current 
recipients. We'll lose $62,000 for 85 students in the Supplemental 
Educational Opportunity Grant Program. We will lose $170,000 for 
85 students in the CJollege Work-Study Program. Although the 
State of Tennessee over matches the SSIG Program, the Tennessee 
Student Assistance Authority tells us we can expect at least a 15- 
percent decrease. These are undergraduate programs. 

We award $700,021 to 318 students from the National Direct Stu- 
ient Loan Program. Fm proud to say that all of these funds are 
from collections. Senator. We receive $1,500 in new appropriations 
each year. Our collection rate is very good at UT. 

There's a significant danger as you have already alerted us to 
switchmg collections in the NDSL Program to the Income Contin- 
gent Loan Program. We need much more research before we go to 
this wide scale obviously. Early projections as you have already in- 
dicated suggest that a $15,000 loan will cost as much as six times 
that amount to repay. We can't afford it. 

For undergraduates we use Pell, Tennessee Student Assistance 
Award as the foundation of aid for building a package. To that we 
add Suijplemental Grants, College Work-Study, NDSL and GSL. 
We won't have those programs any more. 

For graduate students the GSL Program is the sole program that 
we use to build a package. We add National Direct Students Loans 
to the awards and Guaranteed Student Loans ^nd some College 
Work-Study. This is the meat of the program for oar graduate stu- 
dents. Currently we have about 900 students who are on GSL's, 
This exceeds $4 million. Early analysis shows me that half of these 
students will lose GSL benefits. 

We were pleased with the re-authorization. It met our needs, The 
additional amounts i i GSL helped students meet their needs that 
were previously met with higher cost loans. The administration 
proposes reducing the loan limits to the previous level, increasing 
the interest rates and then alleviating the interest payments while 
the student is in school, any deferments and grace periods. This 
means that the loan will accrue interest the entire 4 years the stu- 
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dent is in school and then while he or she is in graduate study as 
well. 

A typical single UT-Memphis graduate student needs about 
$52,000 to go to school. 
Senator Sasser. A typical UT-Memphis student? 
Ms. Harpole. Single student. 
Senator Sasser. Needs $52,000. 

REPAYMENT OF EDUCATION LOAN SYSTEM LUDICROUS 

Ms. Harpole. For 4 years. OK. He would borrow $25,000 from 
the Guaranteed Student Loan Program, $15,000 from the Income 
Contingent Loan Program and $12,000 from the Supplemental 
Loan Program. Upon entering repayment the student would pay 
$1,000 a month for 15 years, for a total repayment of $180,000. This 
is between 32 and 40 percent of his gross income, depending on his 
specialty choice, whether he's a dentist or pharmacist. This is also 
a projected and a very conservative level of 5 percent interest rate 
for a T-bill, assuming he has no undergraduate loans and assuming 
he or she is not married with children. This is ludicrous. Our stu- 
dents won't be able to afford this. I have colleagues in this room 
who have been in the business longer than I have. In the 8 years 
this exceeds absurdity. All of this assumes that we will have the 
Guaranteed Student Loan Program, and we all know that that 
won't be possible if we eliminate the special interest pa3mients to 
or allowance payments to lenders and then eliminate them after 
the second year of repa)anent. 

BALANCE IS THE KEY IN EDUCATION INVESTMENT 

We have to maintain a balance between grants, loans and work 
in order to insure access and equal opportunity for our students. 
Students and parents in Tennessee have been willing and are will- 
ing to make the investment in education, but it has to be realistic 
and it has to be affordable. So far the administration's proposals 
meet neither requirement. 

Presently we have a system that works and one that generally 
meets our students' needs. Every day I see students who are bene- 
fiting from the programs. Right now I have staff who are working 
at UT who are seeing students who have needs. 

The other day I saw a student who has benefited from the pro- 
grams. He's borrowed his way through school. He's worked his way 
through school. He has a wife and a couple of children. He plans to 
go back and practice in a community outside of Brownsville. He 
wants a general practice where he's serving families there. He 
laughingly told me a story of his son as he was setting the dinner 
table the other night. He looked up at his daddy and he said. Dad, I 
have learned one thing about being in this family. Bill looked at 
him and said, what is that, Kevin? He said, well, if you want to be 
a part of this family, you have to learn to like soup. 

I tell you this because our students aren't flying to Florida and 
they're not driving BMW's. They're committed to goals, goals that 
will eventually serve the people of Tennessee. We have got to keep 
these programs intact in order for students like Bill to continue to 
go to school. 

ERIC 
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He's one example. There are many. Those from rural Tennessee. 
Those who are first generation college graduates, first generation 
professionals. All of them have one goal in mind, and that's to 
make a real differe. ce in the health care delivery in Tennessee. 
They'll give us great returns on ':heir investment. 

I sometimes wish the President could come and visit our campus 
and see the new technologies, the new research and the way our 
students care for their patients. I don't think he would even sug- 
gest these cuts. 

We want to be your partners in this fight. If we can provide you 
with further information or statistics, please call on us. For every 
number that we give you, there's a real person behind that. I want 
to applaud your efforts on the re-authorization and thank you for a 
job well done. 

Senator Sasser. Thank you. Miss Harpole. Mr. Spooner, we 
would like to hear your comments here this morning. We welcome 
you here. 

STATEMENT OF ANDREW SPOONER, STUDENT, UNIVERSITY OF 
TENNESSEE— MEMPHIS 

Mr. Spooner. Thank you. Let me apologize again for my tardi- 
ness. 

Senator Sasser. That's quite all right. There's an old saying if 
you get there before it's over, you ain't late, and you got here 
before it was over. 

Mr. Spooner. The emergency room was hopping last night. I am 
sure you realize that my first obligation is to my patients. I hope I 
got enough sleep to be able to represent the students well here 

First of all, let me introduce myself. I'm Andy Spooner. I'm 25 
yean: old. I'm a third-year medical student studying to be a pedia- 
trician. I'm also National Representative of the Student Branch of 
the Association of American Medical Colleges, and I have been in- 
volved in national issues such as financial aid for almost 3 years 
now. 

POST-GRAD FINA^ ::iAL HEU* THREATENED 

Postgraduate education in health sciences, which is as Sue said, 
includes medicine, dentistry, pharmacy, nursing, health care and 
other allied health professions, is a tremendous investment and 
often 3quires a huge investment in time, money and often person- 
al sac fice. Those who go into these training programs eventually 
find that their investment was a good one. They typically find 
themselves in useful positi^as in society and are usually able, with 
the skills they have received in the health professional education, 
to find steady employment regardless of economic fluctuations. 
They often find their services are needed. And with the employ- 
ment they receive, they can repay their debts that are usually 
huge. 

Such long periods of schooling that are required in these profes- 
sion.; require careful planning, planning for academics, as well as 
planning for finances. It has become routine unfortunately over the 
last ^ew years to accept a certain amount of thrert to the security 
of our ability to achieve our professional goals. This threat comes 



ERIC 



14 



from proposals witliin the Government that health profession stu- 
dents do not need financial help in getting through these long peri- 
ods of training. 

As it becomes more clear that Government spending must be ex- 
ecuted with more care than in the past, health profession students 
have come to expect a certain amount of uncertainty about their 
ability to get the financial aid they need. Unfortunately, right now 
this uncertainty has grown to alarming proportions. We are faced 
with a situation today where not only is our financial aid threat- 
ened to be cut, but it's threatened to be cut deeply and to be cut 
soon, as early as July of this year. So deep and so soon that those 
of us who are dependent on long-range financial and personal plan- 
ninc^ will be forced to abandon our goals, achieving a place in socie- 
ty i:^at heretofore had been regarded as an important one. 

We're being told through Mr. Reagan's proposals that our goals 
are so unimportant, so unwortxiy, that the Government might as 
well discontinue its support of our activities within several months. 
We are being told that since our incomes — we are being reminded 
of the net — as soon as we leave medical school or dental school will 
be in the six-figure range upon graduation, that we have no need of 
loans to pay our tuition, books, equipment and living expenses. 
This, of course, is preposterous. 

The average debt of UT students or those students who have 
debt is $38,000, and although most of us will be able to make a 
living in our professions, any opportunities for large incomes come 
only much later; $38,000 does not go away overnight. UT is one of 
the less expensive health profession schools. There are other 
schools in this State which are much more expensive. 

For those of us with wealthy parents who are willing to foot the 
bill for all this, there is no threat. It's fine. But for those of us who 
are older, whose families are on our own, whose parents may be 
retiied and unable to help, for those of us who are from disadvan- 
taged backgrounds or even just middle class America, the debt of 
college, plus the debt of graduate training, is something we need 
help with. Without assurances that the debt is going to be manage- 
able in the future, our health profession schools will become the ex- 
clusive territory of the rich, who can afford it. I don't think we 
need to have our schools filled with such people. 

WORK-STUDY IMPOSSIBLE 

Perhaps Mr. Reagan believes we can work our way through 
school. In college I was able to do this. I was able to earn about 
half the cost of my college education. My parents were able to help 
me in the other half, and I left college debt free. This is impossible 
right now. 

My day usually begins about 5:15 when I get up to get ready to 
go to the hospital to see my patients, who I must admit are not too 
happy to see me at 6:30. My day progresses with rounds, lectures, 
conferences and more rounds, u ;1 I leave the hospital in the 
afternoon, at which time I need to find some time to read. After 
all, one must study medicine to be a doctor. 

Dental students are in the same boat. They're in class or in lab 
morning and afternoon, where believe it or not, they learn the 




15 



manual skills that are required of dentists. Physical therapy stu- 
dents see patients in the hospitals all day. They too must find time 
to read. Some students can work, but for the majority of us this is 
an impossibility, a physical impossibility. The system is not de- 
signed for students to be employed, and it is officially discouraged 
from the administration of the school because it is detrimental to 
our education. 

CAN GOVERNMENT AFFORD THE EFFECTS OF CUTS 

I can sum it up this way. Number one, we need health care 
workers. No one can deny their importance in society. Number 
two, students who are willing to take on the challenge of a health 
care career are generally able to repay the debt they incur, even 
though the debt is typically huge. And number three, in a situation 
where more and more is being spent on activities that threaten the 
health of us all that is military, it is not in the best interest of our 
Government to pull the rug out from under the students who have 
planned and worked for so long to achieve careers in professions 
that mean so much to America. 

COMPROMISE NOT THE ANSWER 

One last point I would like to make. The cuts that Mr. Reagan 
proposes, student financial aid spending, seem— if you will excuse 
the expression— they seem crazy to me. Tuition is going up, and he 
proposes cuts in the tuition. It does not seem to make sense. The 
only thing I can figure is that Mr. Reagan is hoping for some sort 
of compromise between the levels that were approved in the 
reauthorization last fall and the levels he is requesting. I am 
asking you now to accept no such compromise. Our Government 
must return to pick up the responsibility, but we have to do it 
sanely. Thank you. 

Senator Sasser. Dr. Herenton made the point a moment ago that 
although education represents only 2 percent of the Federal 
budget, and that in and of itself is a little shocking, that we would 
spend only 2 percent of our national budget on the education of our 
citizenry— but the point is although education represents only 2 
percent of the Federal budget, it represents 20 percent of the 
budget cuts that the administration is proposing this year. 

And I think, Mr. Spooner, you may have hit on something when 
you said that what the administration may be looking for is a com- 
promise or perhaps even the Congress to save the day. What we 
are seeing here I think is an effort on the part of the administra- 
tion to meet certain targets mandated by the Gramm-Rudman-Hol- 
lings bill. They're making no cuts in programs they're interested 
in. There are no cuts in the defense budget, for example. The Sec- 
retary of Defense wants again a 3-percent real increase in defense 
spending this year on top of the 50 percent he's had over the past 6 
years. And all the cuts come in these programs like education. 

So the Congress I think will not go along with those cuts. The 
administration can then say, well, we submitted budget proposals 
that met the Gramm-Rudman-HoUings target, but the Congress 
just wouldn't go along with them. Sort of like a political 
oneupmanship or gamemanship. 
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SELF-HELP FUNDING ESSENTUL 

Miss Harpole, let me ask you, what would the loss of the College 
Work-Study funding mean to your students? 

Ms. Harpole. As Andy stated, Senator, many of our graduate 
students cannot work. But for the 450 students who are undergrad- 
uates, they depend on the College Work-Study Program to help 
meet their costs. The)[*re employed in hospitals, they're employed 
in doing research, doing child care, they re practicing the skills 
that they're going to use tomorrow, and they're very committed to 
this. Not only does it provide an incentive for them to work and a 
good feeling, our students are interested in working and providing 
for part of their education, but it's $2,000— between $1,000 and 
$2,000 a year. It's not $300 as the President suggests. 

FINANCIAL CUTS CAUSE HEAVIER BURDEN 

Senator Sasser. Mr. Spooner, if financial aid was cut out of your 
education, what would happen to you. Could you continue on in 
medical school? 

Mr. Spooner. Personally I consider myself very fortunate. I was 
fortunate enough to compete for and receive a scholarship that 
covers my tuition, which this year runs about $8,000. Therefore, I 
only have to borrow about $4,000 per year plus help from my par- 
ents to make it through school. Without this $4,000, I really don't 
know where I could come up with this. I mean, I will be a senior 
next year. I might be able to get a bank loan, but if I were any 
earlier in the schedule, I doubt I would be able to get that. 

Senator Sasser. What about your fellow students? How large a 
role does financial aid play in their education? 

Mr. Spooner. Well, as Sue pointed out, $52,000 is the cost of edu- 
cation. There are many people in my class who are in their thir- 
ties, their parents are retired, unable to help with this. You have 
to look at borrowing $12,000, $13,000, $15,000 a year through some 
sort of program or another. Just about everyone I know and every- 
one in the class must pay this amount. Some, a few, fortunately 
have got some scholarsnips. But this is a— it's a huge burden no, 
matter what. 

If your parents are unable to foot the bill as I mentioned, you're 
going to have to borrow it from somewhere. The money just has to 
come from somewhere, and it has to be through Government pro- 
grams. We can't go to the banks and say here's a house, why don't 
you loan me some money so I can get through medical school or 
dental school or pharmacy school, that sort of thing. 

STUDENTS SHOULD PAY COST OF EDUCATION 

Senator Sasser. Secretary of Education has advanced the view 
that education benefits a particular individual, so that particular 
individual ought to foot the bill and pay the whole cost for it be- 
cause he or she ultimately is going to reap the benefits of that edu- 
cation financially. How do you respond to that? 

Mr. Spooner. That's a fairly narrow-minded view. Sure, we are 
going to get employment. We are going to get some financial bene- 
fits out of this, but our society has typically held that our profes- 
sions, especially our health professions, are a value to society and 
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contribute to society. This— if you just examine it from a cost-bene- 
fit analysis, the cost of putting a person through the health profes- 
sion—meets in return later in well-trained health care profession- 
als that can take care of our population which is getting increas- 
ingly older and increasingly more sick. 

Senator Sasser. How would you respond to that concept, Miss 
Harpole, that the individual gets the benefit and he or she ought to 
pay the cost and that the Government ought not to participate in 
this? 

Ms. Harpole. Senator, we can see students who are out practic- 
ing today who are serving in our small communities, who are meet- 
ing the health care needs of those older people who can't travel to 
the big cities. You know it's just a ridiculous thought to me that 
the only people who are going to benefit are the students them- 
selves. We are going to provide care for the health of the nation. 

INCOME CONTINGENT PROGRAM TOO EXPENSIVE 

Senator Sasssr. One final question. Miss Harpole, would you 
comment c^n the concept and the practical effects of the Income 
Contingent ! ^an Program. 

Ms. Harpole. Senator, I have yet to see anything from the De- 
partment of Education that really outlines the program. But in 
what data I can gather— let's take a nursing student, for example. 
The cost to a nursing student is $32,000 for 4 years. If they borrow 
$15,000 from the Income Contingent Loan Program and the re- 
mainder from GSL and Supplemental Loan, which they will have 
to if the grant programs are eliminated and the College Work- 
Study Program is eliminated, the repayment would be $500 a 
month for 15 years. That's the best possible scenario, equal close to 
$100,000 in repayment. Students can't afford that. Our people in 
Tennessee do not make enough ir.oney to afford that. They won't 
be attending. 

Senator Sasser. Well, Miss Harpole and Mr. Spooner, thank you 
very much for coming he^e this morning and giving us the benefit 
of your views. And just let me say, Andy, that I couldn't agree with 
you more about the concept that the professions ought to be open 
to everybody, not just those from wealthy families who can afford 
to send their sons and daughters to medical school and dental 
school. It ought to be open to all individuals in our society of com- 
petence and energy and the intellectual capacity handle it. 
Thank you very much. 

Our next panel includes Dr. Alan Hammond, who is the director 
of student aid here at Memphis State University and Miss Maria 
Cornelius and Mr. Wendell Fuller who are both students here at 
Memphis State and Miss Doristeen Shaw who is a student at I^e- 
Moyne-Owen College, and also Miss Cynthia Hogan from State 
Tech Institute. 

Dr. Hammond will lead off, he has served as director of student 
aid here at Memphis State since 1973. He is a Memphian by birth 
and received his bachelors degr-'e in biology from LeMoyne-Owen 
College and a masters degree in guidance and personnel services 
from Memphis State University. So, Dr. Hammond, we will start 
with you and get your views this morning. 
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STATEMENT OF DR ALAN HAMMONii. DIRECTOR OF STUDENT 
AID, MEMPHIS STATE UNIVERSITY 

Dr. Hammond. Thank you, Senator Sasser. Tm delighted to have 
the opportunity to provide some input and some information to you 
in terms of the proposed budget cuts and the budget reductions. 
First let me say, that I appreciate the support that \. have re- 
ceived in terms of reauthorization, and we would ask for your con- 
tinued support in the effort to offset the proposed regulations and 
the proposed budget reductions. One of the things that came to 
mind as I prepared for this hearing were two questions. Number 
one, what will be the impact of the budget cuts on students nation- 
ally, statewide and institutionally. Secondly, what will happen in 
the whole of higher education in terms of where will society go if 
we discontinue student aid programs? Let me address the first 
question by simply saying — and you have given some facts nation- 
ally as to be. My first response. Senator, is that it will be devastat- 
ing. When w(: look at linear reduction on the Pell Grant Program 
and the number of students that would be affected, we are talking 
somewhere in the neighborhood of 222,t00 plus students, on the 
College Work-Study Programs 787,000 students and SGL 720,000 
students. NDSL we are talking somewhere in the neighborhood of 
513,000 and on the State Student Ince Grant Program in the 
neighborhood of 276,000 students. 

BUDGET CUTS WILL EFFECT STUDENTS STATEWIDE 

Taking that same picture aid looking at it at the State level, ^'^'e 
find that in the State of Tennessee that over 12,500 students would 
be affected in terms of $9 million that would be lost in earning ca- 
pacity. If we look at the SEOG Program, the intent of the SEOG 
Program is to help the exceptionally needy students. Over 8,000 
students would suffer from that loss in terms of $5 million. If you 
look at the National Direct Student Loan Program, currently there 
are over 10,000 s* adents in the State of Tennessee on the National 
Direct Student Loan Program. 

Senator Sasser. Ten thousand students in Tennessee on the Na- 
tional Direct Student Loan Program? 

Dr. Hammond. Yes, sir. If we look at the State Student Incentive 
Grant Program of Tennessee student assistance award program, 
even though the Federal contribution 's $] .176 million, we are talk- 
ing about 19,000 students that would be affected. Nov if we look at 
the institutional impact of that in cerms of the Pell Grant Pro- 
gram, currently we have 3,315 students receivii.g Pell Grants. 

Senator Sasser '^haVs 3.000. Is this statewide or here at Mem- 
phis State? 

Dr. Hammond. That's he^e at Memphis State. 
Senator Sasser. 3,000 students at Memphis State receiving Pell 
Grants. 

Dr. Hammond. And that is a current figure and probably by year 
end will hit somewhere in the neighborhood of 3,700 students re- 
reiving that to the tune of $4.2 million. If we look at the College 
Work-Study Program, we have 408 students to the tune of $569,000, 
and to the 37 SEOG students $274,000. And on the State Student 
Incentive Grant Programs where the students are receiving the 
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award to attend Memphis State University, we had 1,889 students 
that will lose to the tune of somewhere over half a million dollars. 
So if you just look at those figures, and they're astronomical and 
they're mind boggling, I would say the proposed cuts would be dev- 
astating. 

EDUCATION WILL BECOME SECONDARY 

Now if you take the second part of the question, what is happen- 
ing in terms of the national priority for education, I subscribe to 
the fact that if these cuts are inacted, that several things will 
happen. First of all, we will close the door to many students who 
are not able to afford the cost of education themselves. Secondly, I 
think from the national philosophical perspective that we are send- 
ing a message to this TJation that iv terms of student aid programs 
and in terms of education benefit that accrues to society, that that 
is no longer in existence. 

As you are aware, starting with the program in World War II, 
the Service Manageiient Adjustment Act, going through MISA and 
all those federal aid programs that we had, there has been a funda- 
mental underlying concept. That fundamental underlying concept 
has been that it is a parental responsibility for the education of 
children. And in the absence of the parents ability to afford that, 
then the national, the State government has a responsibility. 

If these programs are inacted, I see that we would have an appli- 
cation of a national responsibility to assist those families that have 
not been able to traditionally and will not be able to afford to con- 
tinue to go to school. 

dependent/independent students need financial aid 

Just to give you some other idea of what might happsn, let me 
just draw a profile of— some profile information about our student 
population here at Memphis State. Our average family contains 
about 4.2 members with about 1.4 members obtaining post-pecond- 
ary education; thirty-one percent of our families are two income 
families. The average net worth in terms of home equity was some- 
where in the neighborhood of $21,000. 

Senator Sasser. That's home equity? 

Dr. Hammond. Right. A sizable portion of that would be home 
equity. Jf the information that we received, and this is somewhere 
in the neighborhood of 5,327 students, 88.7 percent of these stu- 
dents show financial need. Their average financial need for the de- 
pendent student was somewhere in the neighborhood of $3,414, and 
for the independent student somewhere in the neighborhood of 
$6,900 yearly. The astounding thing is that the average parental 
contribution for our student group is $537. So if you take the aver- 
age parental < ntribution, apply it against what you say it will cost 
to go to school, you will see ttere is a sizeable gap, and the ques- 
tion becomes how nil we fill this gap. 

If we h — anot. .jr significant thing is that 64 percent of our de- 
pendent Undergraduate students had income in the range of zero to 
$20,999. So you can see if you have linear reaction in terms of Pell 
Grant Program, the establishment of $20,000 ceiling for eligibility 
for Pell Grar Program, I estimate conservatively that 35 percent 
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of our students would be affected by any changes in linear reduc- 
tion and other program changes that are being proposed. 

LOAN REPAYMENT MAKES FUTURE BLEAK 

My final comment would deal with the Income Contingent Loan 
Program. And I have heard a lot of information about that, and I 
have not received all the data on it. But I think that what we 
would be doing if we accepted the Income Contingent Loan Pro- 
gram we are in effect saying to students you must mortgage your 
future. 

For example, if you look at the repayment schedule on the 
Income Contingent Loan Program and the student has to repay 
anywhere from $700 to $1,000 a month, when does that student 
have the opportunity to live — have a moderate standard of living 
because their — in placmg a lot of emphasis on repayment of that 
loan, certainly when would that family have an opportunity to save 
for their children. So it becomes a tripling kind of effect where one 
generation after the next generation would not be able to provide 
any kind of assistance in terms of savings, and they would have to 
go to the Contingent Loan Program. And I think that would be a 
devastating effect on the Nation, hurt the economy, and it would 
certainly be a message and a signal particularly as to low income 
students that higher education is not the route to possess. Thank 
you. Senator. 

STUDENT AID PROGRAMS OFFSET TUITION 

Senator Sasser. Thank you. Dr. Hammond. Why don't we— IVe 
got some questions for you in just a moment, b, ^.et's first hear 
from our students here, and ask each one of them to give us a little 
run down on where they are in school and maybe a short little bio- 
graphical sketch and any statement they would like to make. We'll 
start with the young man here o* the right. Would you identify 
yourself please for the Court Reporter. 

STATEMENT OF WENDELL FULLER, STUDENT, MEMPHIS STATE 

UNIVERSITY 

Mr. Fuller. Yes. How do you do. Senator Sasser. My name is 
Wendell Fuller. My major is electrical engineering, and I am as of 
now ready to graduate as of December of this year. 

Senator Sasier. From Memphis State? 

Mr. jller. Prom Memphis State. And as now—I can say it's 
close to $1,600 a semester more or less to go to school, for me that 
is. And the Pell Grant has playeJ a very big part in offsetting tha"^ 
price and as far as other scholarships and stuff that I do receive 
from Memphis State. And Tm also now on College Work-Study Pro- 
gram which also helps, and the money that I do get from Pell 
Grant— and the like at the beginning of the fall semester, I have to 
manage that so I will be able to offset any other circumstances Fm 
going to have to deal with in the spring semester. 

That's why the College Work-Study Program is a very important 
part as allowing me to sustain more or less during the semester. 
And without the student aid I probably wouldn't be able to go to 
school now because Tm from a single parent home, only my 
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mother. And there's no way that she could have supposed me and 
my older brc'-her and older sister in college. So without the Pell 
Grants and the Ck)llege Work-Study, more than likely I would be 
unable to attend schc I 

Senator Sasser. So you'.-e going to be an electrical engineer? 

Mr. Fuller. Yes. 

Senator Sasser. And without these student aid programs you 
would not have been able to go to college in your judgment and you 
would not be able to be an electrical engineer? 
Mr. Fuller. Exactly. 



you re going to be an electrical engineer. You know last year the 
Japanese, with a population of half that of the United States, grad- 
uated more engineers than we did. Is is any wonder why their Sony 
television sets and Toyota automobiles sell so well. It is because 
they have got so much engineering in those things. Could we hear 
from you next, Muria Cornelius. 

STATEMENT OF MARIA CORNELIUS, STUDENT, MEMPHIS STATE 

UNIVERSITY 

FINANCIAL AID HELPS STUDENTS BE INDEPENDENT 

^ Ms. CoRNEUUS. Vm also a student at Memphis State University. 
Fm a senior and Fm majoring in journalism and will also giaduate 
in December of this year. And I don't think it's an exaggeration of 
any kind to gay that if these budget cuts went through I would not 
be a student here at Memphis State. I would not have graduated. I 
probably never would have had the chance to enroll. 

I think it's absolutely ludic ous that they want to get rid of all 
these programs. I don't agree with what their trying to do. I think 
an opportunity for school should be open to ever5'one, and what 
they re saying is that if you're rich enough or vour parents are rich 
enough you can go to school. F you re an independent student or 
dependent student coming frora a low iucom*) family, you're going 
to have to settle on a less meaningful job. I really can't agree with 
that at all. I believa most of theso changes probably originate from 
the Department of Education, which I belie ve William Benneti 
heads, and I thmk '•'-'3 quit^ a contradiction on h^s part considerinj; 
that he went thrr Harvard Law School on Guaranteed Student 
loans, and now ' \ se*m like he wants the progiam 

Senator SASSt :e omg to l>e a pretty good jo-jrnalist. Let 

me ask you this, Cvr^ielius, ave you the first eneration of 
your family to huvt- college education? 

Ms. CoRNEUUS. My mother did not go to college, no. and she is 
not able to put .ne through college or support me, and I have also 
not lived with her for 7 years. That's not due to any type problem; 
it's just the fact that I am responsible for my own support. 

Senator Sasser. Do you want to be a newspaper person? 

Ms. CoRNEUus. It's possible. Actually I'm leaning— I'm leaning 
more towards magazine writing, and I'm also a biology major and I 
would like to get into scientific or medical type writing. 

Senator Sasser. How abo-*'" you, Mr. Fuller, did your mother 
have a college education? 

Mr. Fuller. No, sir. 
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Senator Sasser. Are you the first generation in your family to 
get a college education? 

Mr. Fuller. No, sir. My older brother did— already graduated 
from college, but my mother did not. 

Senator Sasser. Your mother did not. All right. Let's hear from 
Cynthia Hogan now. 

STATEMENT OF CYNTHIA HOGAN, STUDENT, STATE TECHNICAL 
INSTITUTE, MEMPHIS 

NEW HORIZONS ACHIEVED THROUGH FINANCIAL AID 

Ms. HoGAN. My name is Cynthia Hogan. Tm in my second quar- 
ter at State Technic? Institute. I attended Memphis State for a 
year and a half and then transferred to State Tech. I would never 
have left Savannah, Tennessee if I had not received financial aid. I 
would be making minimum wage or less right now probably for the 
rest of my life and probably the only one that's graduated. Of 
course, I have two younger sisters that have, but as far as graduat- 
ing from high school and tried to pursue a higher education in col- 
lege, Tm the only one. And without financial aid I just would not 
have done anything. It's plain and simple. 

My parents are not financially able They're able to take :are of 
themselves and live a normal life and meet their bills monthly, but 
if I want to go to school, it's up to me. And I think— I think it's 
very selfish. I think education is what we are all about. We have 
got to— we have got to have education. I understand there's got to 
be a balance in the deficit that we have. But I do not feel that cut- 
ting into our education is going to help. We have got to have educa- 
tion. 

I understand that he is trying to cut into the education and also 
he do^s not want to take any money from defense system, which I 
can understand. I understand we as a whole need to have a strong 
defense system, but if we hLve no educated people to know how to 
use the defense system, there's no sense in even having it. They're 
no good. 

Senator Sasser. I think that's a good observation. In other words, 
we spend all this money on sophisticated weapons that take 

Ms. HoGAN. Take education away from people. 

Senator Sasser. Takes intelligent, educated people to operate. 
Along that line we find that we have a population that can't oper- 
ate the weapons. 

Ms. Hogan. Correct. 

Senator Sasser. So we are really in trouble then. Are you the 
first in your family, first generation, to try to get a higher educa- 
tion. Miss Hogan? 

Ms. Hogan. Yes, sir, I am. 

Senator Sasser. Would you be able to secure a higher education 
without a guaranteed student loans or financial aid? 
Ms. Hogan. I would not have even tried. 

Senator Sasser. Wouldn't even try. And you say you would still 
be working at a minimum wage job in Savannah if it weren't for 
the student aid programs? 

Ms. Hog AT ^ Yes, sir. 
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Senator Sasser. So they have really given you an opportunity for 
upward mobility, as the sociologists say. An opportunity to get a 
better education and move out and get a better job in society. 

Ms. HoGAN. Yes. 

Senator Sasser. OK. Miss Shaw, can we hear from you this 
morning and see what you have to say. Please identify yourself for 
the reporter here. 

STATEMENT OF DORISTEEN SHAW, STUDENT, LeMOYNE-OWEN 
COLLEGE. MEMPHIS 

BUDGET CUTS CURTAIL EDUCATION 

Ms. Shaw. My name is Doristeen Shaw, and I'm a junior at Le- 
Moyne-Owen College. Tm majoring in social sciences with a concen- 
tration in law. And I would just like to say that if these cuts go 
into effect, there is no way that I would be able to finish my last 
year at LeMo)me-Owen College. I am about a day or two older than 
most of the young people here, and I have— I quit a full-time job in 
order to get an education. And when I entered LeMoyne, I was aule 
to get on at Federal Express at night, but that was no good because 
I have been on the Dean's list ever since I have been there. And at 
Federal Express I had to work at night, and I had 8:30 classes in 
the morning. There was no way that I could be at that 8:30 class 
getting off at 4 o'clock in the morning. It was just impossible. And 
this frightened me. So until— I took this particular thing on educa- 
tion to my sorority, and in about 2 weeks we ai <i launching a na- 
tional campaign. We are going to touch every college and universi- 
ty in the United States about this education cut. And if this goes 
through. Senator Saseer, I might as well close my books for good. 
The/e's no way I will ever be able to finish school. 

Senator Sasser. I hate to ask a lady this, but I'm going to ask 
you, what is your age. Miss Shaw? 

Ms. Shaw. 40. 

Senator Sasser. And you decided to go back to college at the a^e 
of 40? 

Ms. Shaw. Well, at the age of 37, right. 

Senator Sassea. Why did you decide to go back to school, just out 
of curiosity? 

Ms. Shaw. Well, I had several jobs, none were top paying jobs. I 
was just a bare minimum. In order to get a good job and in order to 
fulfill my goals, I knew I had to get back in school some way. 

Senator Sasser. So you bumped up against the ceiling profession- 
ally because of lack of education? 

Ms. Shaw. That's right. 

Senator Sasser. And you made the decision to go back and get 
additional education so you could better yourself professionally? 
Ms. Shav/. That's right. 

Senator Sasser. Well, Dr. Hammond, let me ask you a couple of 
questions. You're familiar with the Income Contingent Jx)an Pro- 
gram, that's been advanced by the Administration; is tftat a fair 
statement? 

Dr. Hammond. That's correct. 
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INCOME CONTINGENT LOAN PROGRAM A NIGHTMARE 

Senator Sasser. Well, the Administration has proposed to expand 
this to $600 rnillicn in the next school year, really before they gath- 
ered any results from the $5 million pilot program they ran this 
past year. Would you comment on the concept of the Income Con- 
tingent Loan Program and the practical implications that you 
think this program would have drawing on your 17 years experi- 
ence in the field of student aid? 

Dr. Hammond. OK. I will comment on the second part of the 
question first, if the Senator will allow me. 

Senator Sasser. Absolutely. 

Dr. Hammond. It would be an administrative nightmare in that 
institutions would be responsible for determining the consumable 
income of each student applicant. We would have to redo notes, re- 
payment schedules each year. The problem of keeping up with stu- 
dents would be a headache. I just don't — if students transferred to 
another institution, what happens. There's so many unanswered 
questions about the Income Contingency Loan Program. 

From a very practical aspect of it, I think there is an erosion of 
the students ability in the future to pay for the cost of education in 
that you're talking about a higher interest rate, you're talking 
about limits that— I think that there should be limit on student 
loans. If we extend that upper limit up to $50,0u0, then a student is 
effectively mortgaging their future. 

Now to - ^pond to the first part of your question, generally I am 
opposed 10 an Income Congentincy Loan Program because as you 
pointed out Income Contingency Loan Programs tend to be regres- 
sive in nature in that the lower income family pays a higher cost 
and the higher income pays the lesser cost. And any Income Con- 
tingency plan to me should be based upon equity and the student's 
ability to reasonably repay a student loan. 

BENEFITS OF COLLEGE WORK-STUDY PROGRAM 

Senator Sasser. Well, as a follow up, could you tell us what you 
perceive to be the benefits of the College Work-Study Program? As 
you know, the administration has proposed eliminating the College 
Work-Study Program, and what would be the impact of the elimi- 
nation of this program for Memphis State? 

Dr. Hammond. For Memphis State University we are talking 
somewhere in the neighborhood of 500 students that would have an 
employment opportunity. Also— and there's one important feature 
I think about the College Work-Study Program that many times we 
tend to forget or people tend to forget in that it is an excellent op- 
portunity for a student to be independent. It's an excelleni opportu- 
nity for a student to learn job skills to return to their curriculum. 
And it teaches a student how to get along with people. So It's a 
very valuable kind of experience for students. 

In terms of an economic impact in the Memphis area if we lost 
the jobs here on campus on the College Work -Study Program, I am 
not sure that we'd be able to— those students would be able to be 
absorbed into the overall economic picture in terms of job market 
in the Memphis area. It simply would be devastating. 
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In terms of the institution's ability, we would lose a sizeable por- 
tion of our work force, and we would have to replace the $500,000— 
approximately half a million dollars in institutional funds just to 
manage some kind of employment program. 

EDUCATION SHOULD BE PRIMARY GOAL OF GOVERNMENT 

Senator Sasser. Let me ask the students some questions here. I 
assume that all of these students— I don't want to put words in 
your I ouths, but would you p^ree or disagree that the Federal 
Government should have as its goal or one of its foals to provide 
the opportunity to attain higher education by providing financial 
assistance. What do you say about that, Wendell? 

Mr. Fuller. Yes, sir, I do feel that they should have some input 
by the fact if we can gain a higher education, get one of the better 
paying jobs, the money that we make can still go back into the 
system as far as pa3dng more taxes or whatever. 

Senator Sasser. Do you agree with that. Miss Cornelius? 

Ms. CoRNEUUs. Yes, sir. I think the benefit goes to both the 
person and the society. It's definitely not just the students receiv- 
ing the dividends of the education. 

Senator Sasser. How about you. Miss Shaw? 

Ms. Shaw. I agree that the Federal Government should, because 
as Wendell said, when we do get— if and when we do get a higher 
paying job, our money will be poing right buck to the system. And, 
of course, the service that we perform would be beneficial to others 
also. 

Senator Sasser. Miss Hogan, do you think the Federal Govern- 
ment has got a role to play in ensuring that citizens have the op- 
portunity to get higher education? 

Ms. Hogan. Yes, sir, I feel that that should be the primary goal, 
to make sure that th3 opportunity for us to have an education is 
there. We should have the choice if we want to go to school or not. 

Senator Sasseh. What do you say about the proposition that only 
the individual benefits from an education and the individual ought 
to pay for it? 

Ms. Hogan. V/ho is going to benefit :f we graduate from college 
and make $60,000 and we are paying tax dollars? We are not the 
one benefiting from those tax dollars. We are paying them right 
back into the system, so we're not the ones— everyone benefits. 

Senator Sasser. Well, T think you're absolutely right, but the sta- 
tistics indicate that the return to the Federal Government by way 
of— just be totally meicenary about it-~the retui i to the Federal 
Government by way of taxes coming back over the work lifetime of 
a college graduate are considerably more than that of simply a 
high school graduate and more than defrays the cost of public edu- 
cation. 

can't work way through college these days 

Well, I think you've made yourselves clear today, and you made 
excellent witnesses, and I thank you all for appearing here. I wish 
that I could take some of you back to Washington with me and 
maybe let you have an opportunity to discuss these matters face to 
face with Secretary Bennett, the Secretary of the Department of 
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Education or maybe even go to the Oval Office and discuss this 
matter with the President himself. 

I have heard the President say to some of us, well, I don't see 
why they can't get out and pay for their own education. That's 
what I did when I went to college — what is the name of that col- 
lege—Eureka College. That is what the President told us one day, 
sittinf around a table in the cabinet room— I remember it vividly. 
Now Majority Leader, then Minority Leader, Senator Byrd raised 
the point that, Mr. President, these college expenses are so high 
now and I've got grandchildren that are trying to go to college, and 
my daughters and their families are having a terrible time paying 
for, we need to give them some assistance. To which the President 
responded, well, I went to Eureka Ck)llege, and I worked my way 
through and I paid my own way, and I don't see why these young- 
sters can't do that now. 

Well, the answer to that is that college expenses and the cost of 
going to college is much, much higher than it was when the Presi- 
dent was working his way through Eureka College. And many of 
the students are willing to work, willing to do whatever they can to 
get a college education. But I think as Miss Shaw indicated you 
can't work your way through entirely these days; it's just simply 
something that is beyond the capacity of most students. 

I want to thank all of our witnesses who appeared here today. 
They have been very helpful. The testimony that we have gleaned 
here will be printed as part of the official hearing record of the 
Budget Committee of the United States Senate. This testimony will 
be read by various staff members, will be read by some of the Sena- 
tors, and I think the testimony will help me and others greatly in 
preparing for deliberations on the budget for fiscal year 1988. 

Now we are going to keep the hearing record open for an addi- 
tional 30 days in the event some interested citizens wish to make 
their views known. Within the next 30 days if they'll just write us 
a letter or bring their written statement by my office here in the 
Memphis Federal Building, we'll see that it is included in the 
record. 

I want to again express my appreciation to Memphis State Uni- 
versity for their splendid cooperation for allowing us access to 
these marvelous facilities. And also I want to express my apprecia- 
tion to Memphis State University for this cup and saucer here 
which I'm going to have on my desk in my office in Washington. 
Unfortunately, we were unable to get any coffee for it this morn- 
ing, ,iut I'm going to remedy that very shortly. 

Thank you all for coming, and these proceedings are officially ad- 
journed. 

[Whereupon, the hearing concluded at 11:40 a.m.] 
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THE IMPACT OF THE PRESIDENTS FISCAL 
YEAR 1988 HIGHER EDUCATION PROPOSALS 
ON THE STATE OF TENNESSEE 



WEDNESDAY, FEBPUARY 11, 1987 

U.S. Senate, 
Committee on the Budget, 

Knoxville, TN. 

The committee met, pursuant to notice, at the University of Ten- 
nessee-Knoxville, Knoxville, Tennessee, Hon. Jim Sasser, presiding. 
Present: Senator Sasser. 

Staff present: Lance Simmens, senior economic counsel to Sena- 
tor Sasser. 

Senator Sasser. First of all, Fd like to welcome all of you here 
this morning and tell you that this is one in a series of hearings 
Fm conducting across the State of Tennessee to determine the 
impact of the administration's fiscal year 1988 budget proposals on 
higher education and on vocational education. 

These hearings are being held under the auspices of the Senate 
Budget Committee of which I am a member. The hearing record 
v/ill be made available to the staff of the Senate Budget Committee 
and to the Senators who serve on that committee in order to help 
them make determinations about whether or not to adopt the ad- 
ministration's proposed cuts in student aid. 

OPENING STATEMENT OF SENATOR SASSER 

Senator Sasser. I^t me just begin by saying that, in my view, if 
our country' is to regain a competitive edge in what is becoming an 
increasingly competitive world, education must play a crucial and 
critical role. 

It appears to me that some seem intent on making American stu- 
dents the foot soldiers in the battle of the budget. 

Although education represents 2 percent of the expenditures in 
the Federal budget, it's being asked this year to take 20 percent of 
the cuts proposed in this year's budget. 

STUDEN f AID PROGRAMS AFFECTED BY CUTS 

Under the adminstration's budget proposal, funding for the Col- 
lege Work-Study Program will be totally eliminated. This would 
eliminate jobs for 787,000 financially needy students all across this 
country. 

Also, under the administration's budget proposals, funding for 
Supplemental Educational Opportunity Grants will be compk.ely 
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eliminated. This would deny 720,000 financially needy students 
access to this particular program. 

Under the administration s budget, funding for the State Student 
Incentive Program would be completely eliminated, wiping out 
276,000 students who presently participate in this program. 

Also, proposed funding cutbacks and structural changes in the 
Pell Grant program which, I feel, is really the backbor - of student 
aid in this country, would affect at least 222,000 students nation- 
wide. 

Under the budget proposal that we are being asked to adopt, re- 
structuring of the Guaranteed Student Loan Program would result 
in 207,000 fewer students being able to participate in this program 
next year. 

So in sum, these proposals taken together would have a major 
effect on higher education, principally by making it much more ex- 
pensive for literally hundreds of thousands of students across this 
land. 

In many cases I fear it would mean the difference between at- 
tending college and not attending college for hundreds of thou- 
sands of our young people. 

REDUCTION IMPACT FELT BY FAMIUES AND COUNTRY 

Now, the first chart Mhat I have asked to be set up here shows 
the average expenditures of a family of four college-age children. 
Now this is a family that would be characterized as a middle-class 
to perhaps even an upper middle-class family, with an income of 
$36,302 a year. That's considerably above the average income in 
the State of Tennessee. 

And even with an income of $36,302 a year, you see that this 
family of four v/ith college-age children has only 2 percent of their 
income left over, slightly over $700 to take care of various and 
sundry contingencies after the necessities of life are paid for and 
after a certain percentage of their childrens* college expenses are 
paid for. 

Now the second chart, ^ I think it even more vividly demon- 
strates how these proposed reductions will impact on education in 
this country. 

In 1987, we spent $9,200,000,000 on aid to sti'dents which would 
enhance the ability of this country to compete. These programs in- 
cluded direct student aiti, vocational education, and grants in 
Mathematics and Science. 

We see in the adminstration's fiscal year 1988 budget proposal 
that this aid yVOuiJ be cut by more than half. 

Cuts in all three of these cate(;ories would impact adversely on 
our Nation's ability to stimulate economic growth and economic 
competitiveness. 

EDUCATION CUTS PENNY-WISE AND POUND-FOOLISH 

Now, the proposals that have been advanced by Has administra- 
tion in education may satisfy the very technical requirements of 



* See chart on p 3. 
' See chart on p. 4. 
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the Gramm-Rudman-Hollings Balanced Budget Act, but Henry 
Ford once said, '^Economy has frequently nothing whatever to do 
with the amount of money being spent, but with the wisdom used 
in spending it." 

And I think we are being penny-wise and pound-foolish when we 
shortchange the education of our most valuable resource in this 
country, and that is, our human resource, in the education of our 
population. 

Why are these proposals being advanced? I think they're ground- 
ed in fallacious assumptions of which consequently lead to a mis- 
guided public policy. 

For example, the Secretary of Education, Mr. William Bennett, 
appeared before the Senate Budget Committee in an effort to justi- 
fy these proposed budget proposals several woeks ago, and he took 
this position, he said, "Senator, why shouldn't the students pay for 
their entire education? After all, they are the ones who benefit. It 
benefits only them individually." 

Well I think that proposal and that theory is incorrect. I think 
that an educated man or woman benefits not only themselves, but 
they benefit our overall society. They are vital to this countiy's 
ability to compete. 

We can see that the statistics are very, very convincing. One 
who's had access to higher education over their lifetime has a 
much larger earning capacity. And to be totally mercenary about 
it, pays a much higher percentage by way of taxes into the Federal 
Treasury over their lifetime. 

INCOME CONTINGENT LOAN SHORTCOMINGS 

Now, ii is the concept that education only benefits the individual 
that leads the administration to advance a proposal such as the 
Income Contingent Loan Program. 

The Administration proposes expanding this program even 
though their demonstration project at this time has not been fully 
evaluated. And while it may look appealing on its face, when one 
peels back the Incoming Contingent Loan concept ^nd sees what it 
really does, its shortcomings are nothing less than astounding. 

For example, according to the National Association of Student 
Financial Aid Administrators, under this program, if a student 
graduates from college— let's say a student graduated from college 
and went into the teaching profession and earned $12,000 a year on 
his or her first job and remained fairly well within that earning 
capacity range for a period of years, they would end up paying 
back almost $100,000 on a $15,000 loan over a period of 25 years. In 
the 24th year of repayment, the monthly payment would run $718. 

Now, if the same student graduated from college and started 
with the salary of $22,000, the loan would be repaid in 11 years and 
the total repavment would be slightly over $44,000 a year. 

So you see how regressi /e this is. It means that the student who 
gets out and has a lower earning capacity would be paying much 
more over a much longer period of time than the student who has 
the higher earning capacity. 

And this would certainly discourage many of our young people 
from going into vital professions, esteemed professions, which 
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happen, unhappily, not to have high financial rewards, like teach- 
ing. 

Now under the current financial combination of Perkins and 
Guaranteed Student Loans, the total repayment over 10 years, for 
the same $15,000 loan would be a little over $20,000. 

So clearly, to expand the concept of this Income Contingent Loan 
Program would be to mortgage the future not only of the individ- 
ual involved, but really of the next generation as well. 

Because if a parent is struggling for 20 years to pay off the loan 
they borrowed to attend college, how in the world will they be in a 
financial position to help their chilc'ren when it comes time for 
them to go to college? 

So you simply strap one generation intu the grinder so that when 
it comes time to educate their children, they don't have the re- 
sources to do it. 

VOCATIONAL EDUCATION VITAL TO SOCIETY 

Well, I think a word ought to be said about those who don't go to 
college. Not everyone in this country can attend college or even 
should attend college. There is a need for carpenters and plumbers, 
there is r\ neeJ for those who go into skilled trades. They are hon- 
orable and distinguished and necessary occupations. Over the 
years, vocational education funding has been very helpful in this 
regard. 

Under the proposals being advanced by the administration, 
before one would be eligible for financial aid in the State's post-sec- 
ondary vocational schools, they would either have to produce a 
high school diploma or have a GED. In Tennessee this would have 
the effect of eliminating 25 percent of our students in rural coun- 
tries from the post-secondary vocational training system. 

Well, I could go on and on, but I think I have made my point. I 
look forward now to hearing from our witnesses who are here this 
morning. Our first witness is a man of distinction here in Knox- 
ville and indeed all across our state. 

Chancellor Jack Reese has been the Director of the University of 
Tennessee here in Knoxville for almost a quarter of a century. He 
previously served at the University as an Associate Vice-Chancellor 
of Economic Affairs and as Dean of Graduate Studies. He's a 
member of the Executive Committee of the Tennessee Technology 
Foundation and a member of the Board of the Greater Knoxville 
Chamber of Commerce. 

Dr. Reese received his Bachelor's degree from Berea College and 
both his Master's degree and Doctorate from the University of 
Kentucky. 

Dr. Reese, we loo), forward to your testimony this morning and 
we'll be pleased to rocoive your statement. 

STATEMENT OF DR. JACK REESE, DIRECTOR, UNIVERSITY OF 
TENNESSEE-KNOXVILLE 

Dr. Reese. Thank you, Senator Sasser. You and members of your 
staff, we are always delighted to have you on campus, and we are 
honored that you will report to the Senate Budget Committee th^ 
campus's thoughts on proposed reductions in student aid programs. 
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Today's other speakers will illustrate on a personal basis the 
hardships the administration's recommendations would have on 
students and their families. I would like to address very briefly the 
impact on the University of Tennessee, Knoxville, and even more 
important, the potential effects on the nation. 

STUDENT AID REDUCTIONS AFFECT MANY 

In taking the broader view, I want in no way to downplay the 
individual tragedy to a significant number of students who will 
suffer if Congress should follow administration proposals that 
would, as you have indicated, eliminate completely three very im- 
portant assistance programs and severely cripple another. 

Rarely have I seen the Nation's higher education community as 
united as it is on this issue. My remarks today will laiigely be a 
restatement and reinforcement of ideas being widely discussed in 
Washington and on campuses across the nation. 

I do not want to overwhelm you with numbers, but it is impera- 
tive that they be used in attempting to portray the effects of the 
proposals on students and the institution. Throughout these re- 
marks, please keep in mind that in every case, students who need 
assistance the most will be most directly affected by the cuts. 

In 1985-86, the latest year for which we have complete informa- 
tion, out of an enrollment of 25,000, the University had approxi- 
mately 665 students receiving Supplementary Educational Oppor- 
tunity Grants. Of the approximately $390,000 that were received in 
SEOG grants, that amounted to an average award of about $590 
per student. That's juet slightly more than half of our yearly in- 
state tuition, leaving the remainder of the fees, book, and living ex- 
penses to be paid by the student and his or her family. SEOG 
grants go to individuals with the greatest financial need. The ad- 
ministration wants to eliminate this program completely. 

Approximately $3.8 million in Pell Gra.:t funds are awarded an- 
nually to more than 3,000 UT-Knoxville students. The average 
grant was slightly more than $1,200 last year. The Pell Grant pro- 
gram is slated for a 31-percent reduction. And again, many stu- 
dents who need help the most would suffer the greatest loss. 

The State Student Incentive Program (SSIG) is also marked for 
termination. This, program requires at least a 50 percent matoh of 
funds by the State. Every year our state legislature has seen fit to 
overmatoh. On this campus, more than 1,900 lo,v income students 
were awarded almost $900,000, an average of about $415 per stu- 
dent. 

But perhaps the most disturbing news, as you have indicated, is 
the planned elimination of the College Work-Study Program and 
the rhetoric used to defend this unreasonable action. 

Last year, 800 students earned an average of $1,000 each for 
their part-time work in campus academic and administrative of- 
fices. Elimination of College Work-Study funding would also elimi- 
nate funds for the very active Job Location and Development Pro- 
gram at this University. You may know that this service finds 
part-time jobs with Knoxville area businesses for our students. Last 
year 737 students were placed in jobs in which they earned an esti- 
mated $785,000. 
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Education Secretary ^nnett has sa^d, among ether things, that 
vVork Study is a free labor force for -alleges and universities. He 
takes no notice of the fact that students usually are placed in jobs 
related to their fields of study, and that work in their academic 
areas is a vital part of the educational experience. Also, he seems 
to forget that educational institutions ma+ch the Federal funds al- 
located for this program. 

Secretary Beniiett has been vocal in his comments that Ameri- 
can education is too soft and that students do not sp nd eno igh 
time on homework. If the Work Study program is eliminaiC'V r.»r. ^ 
students will be forced to te' 3 jobs at night, outside the university, 
thus reducing the hours they have to study or do their homework. 

NO FREE EDUCATION RIDES AT TAXPAYERS* EXPENSE 

The administration's attempts to justify the claim that "there 
should be no free educational rides at the taxpayers' expense" is 
without logic or foundation. The argument that enough student 
loans will be available to replace the money lost from grant pro- 
grams and Work S. *y would simply not be true on this campus. 

Without go'ng into a complicated explanation of loan programs, 
let me say t. ' we currently do not have enough loan money to 
meet our studaats' needs, and National Student Defense Loans are 
targeted for administration cuts. 

In iddition, the Graduate and Profes ional Opportunity Program 
(GPOP), an excellent fellowship program designer to attract addi- 
tional blacks and women to graduate schools, is ^ 'O slated for re- 
duction. 

Just this week we received some '"leliminary info* .nation on the 
Income Contingency Loan Program, and we agree that a closer ex- 
amination reveals that is a terribly regressive structure which 
would penalize students who earn the lowest salaries. 

FEDS IN DANGER OF F^GRESSING ON EDUCATION 

As vital as all of these programs are to students and their fami- 
lies, I find discouraging the messages that accompany these pro- 
posed reductions. If ^hey are approved, the federal government will 
abdicate its rcle in providing educational access to all Americans. 

Since Jefferson's e .ministration the Government has embraced 
the societal benefit of education. 

Throughout our history as a nation, the Federal Government has 
been increasingly involved in providing educational opportunities 
for its citizens. 

Three landmark pieces of legislation that illustrate that commit- 
me t come to mind: The Morrill Act, which established Land 
Cr^nt Institutions, the various forms of the "G.I. Education Bills," 
and the present Reauthorization Acts. After being so instrumental 
in all the years in providing education opportunities for so long, 
the Federal Government is *n danger of regressing, as witnessed by 
the present budget. Not only individuals, but the Nation as a 
whole, would suffer the adverse consequences. 

It sounds almost like a cliche to mention education's role in ad- 
vancing or just maintaining Ame.^ca's competitive edge in world 
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markets, but our educational system will determine our success in 
this global economy. 

BUDGET CUTS REDUCE MINORITY ENROLLMENT 

A public unive-:;ity like this one has a special obligation to ac- 
commodate all qualified students, and we have in the past few 
years undertaken an aggressive campaign to increase the number 
of roinority students at UT-Knoxville. Blacks have for too long 
been under-represented on university campuses, and in recent 
years the percentage of black high school graduates going to col- 
lege has declined. Our minority recruitment efforts will suffer 
greatly if financial assistance programs are reduced. 

In closing, let me say that UT-Knoxvdlle recognizes that we must 
do our part to gain control of the Federal deficit. The University 
recognizes and appreciates C!ongressional action over the last 2 
years in a reauthorizing process which provides sufficient funds for 
students, while protecting the Federal taxpayer. It is regrettable 
that Secretary' Bennett and the administration official i chose to 
ignore this reauthorization in their budget submission. 

Senator Sasser and the rest of the Tennessee delegation know 
that UT's first priority in Washington has always been to seek 
funding for a fiexible financial aid program that meets the needs of 
our students. We greatly appreciate Congress' appropriating mr?h 
more student aid money than the administration recommended. 

Thank you for your interest in this issue and for your visit to 
UT-Knoxville. We're all grateful for the splendid support that 
you've given to the issue of financial aid to students. 

Senate/ Sasser. Chancellor Reese, thank you. 

L/. Reese. It^s my pleasure. 

INCOME CONTINGENCY LOAN PROGRAM NOT FEASIBLE 

Senator Sasser. I wonder if I might get you to elaborate on one 
or two points. One, have you had the opportunity to look m^o the 
Income Contingency Loan Program enough to comment a little fur- 
ther on that particular program as to whether or not it would be 
eithe- feasible or desirable for the majority of students here at the 
University of Tennessee presently receiving financial aid? 

Dr. Reese. Well, as you indicated, it's an incredible regret— I 
have some figures here. But the ones you cited are even more hor- 
rifying. 

It simply is not in the students interest to be strapped with what 
looks like a hon>e mortgage on getting out from college. And the 
income differential for pay back is also absolutely horrifying. 

Senator Sasser. Would you agree with the assessment that if a 
student who comes to the University of Tennessee under<=tands 
ti^at they may be strapped with a 20-year ppy back, that this would 
have a very chilling effect on young people seeking higher educa- 
tion? 

In other words, if they're faced with the dilemma of either as- 
suming an indebtedness that could run as long as 20 years or not 
going to college it would be my guess that many of them simply 
would choose not to go to college. 
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Dr. Reese. Yes, sir. I should think they would really feel that 
there's no alternative. I think that would particularly apply to low 
income families who really would be terrified to assume such an 
obligation. 

EDUCATIONAL AIL RECEIVED BY MAJORITY OF STUDENTS 

Senator Sasser. What percentage of the total student body here 
at the University of Tennessee is presently receiving some form of 
Federal student aid? 

Dr. Reese. Let me ask some folks from Financial Aid. This is 
John Mason, Director of Financial Aid, Senator. 

Mr. Mason. I think your question was, how many students are 
receiving some form of Federal aid, not just financial aid? 

Senator Sasser. Well, yes. Federal aid. But put that into percent- 
ages, if you happen to have that at hand. 

Mr. Mason. I don't have the exact number. But the percentage 
would run somewhere in the neighborhood of 50 percent. Overall 
here on campus, including institutional aid, scholarships and 
things like that, we have somewhere in the neighborhood of about 
17,000 students, so it would be somewhere in the neighborhood of 
60 some, between 60 and 75 percent or so. 

Senator Sasser. About 50 percent of your students are receiving 
some form of Federal aid? 

Mr. Mason. Yes, sir. 

Dr. Reese. Both Federal and private. 

Mr. Mason. I put that down as specifically Federal aid, which 
could be some, like the State portion of the SSIG, but it would have 
Federal I'itle IV monies involved. 

Dr. Reese. When you add onto that the number that might be 
receiving aid other than Federal aid, it would be about 60 percent. 

Mr. Mason. About 17,000. 

Dr. Reese. I ihink that's rijht. 

Mr. Mason, .\bout 17,000 of our 25,000 students receive some 
form of aid, an academic scholarship, you know, or some other type 
of assistance. 

PROJECTED IMPACT OF FEDERAL AID CUTS 

Senator Sasser. Thank you, very much. Let me ask you this, 
Chancellor, and you may want to turn to one of your financial aid 
officers to get the information. But in the event that these cuts 
were adopted, what impact wou'*^ it have on the students here at 
the University; that is, as to the pe 'centage that might drop out cr 
not continue with their education? Ha *e you had an opportunity to 
make a study or an evaluation in that regard? 

Dr. Reese. I'd be a li'ctle bit hesitant to pull a number out. But 
John may have some better ideas. 

Senator Sasser. John, can you give a ballpark 

Mr. Mason. To my knowledge, we've not looked at that aspect of 
ic. The only thing that I can say about the new Contingency Loan 
Program, that students Fve talked to that have come to the office 
to ^ for more information on that program, have an indication 
that it looks like we would have to get on a push to go into occupa- 
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tions that we cz:i earn more money than some of the others. Now, 
that s the only type of comment like that 

But to answer your question concerning any kind of study, we 
have not, in the Financial Aid Office, attempted to do that. 

Senator Sasser. Well, would it be fair to characterize the d op 
out rate as substantial if these proposals 3re adopted, would it be 
a fair statement '^o say that there would be a substantial number of 
students that would drop out of the University of Tennessee? 

Dr. Reese. Yes; I don't think there's any question about that. We 
do pretty careful tracking of students who stay in school and those 
that do not, those that drop out for one reason or another. And a 
very substantial j/ercentage of students who do not continue, drop 
out for fir ncial reasons. Tm convinced the number would be in- 
creased dramatically. 

school/fed/inpustry relationship key to economic growth 

Senator Sasser. Chancellor, there's been a lot of talk around the 
country and in Congress about the problem that we in this country 
have with competitiveness. Do you see any inconsistencies in call- 
in2 for increased competitiveness on the part of officials in Federal 
Government on one hand, and then on the other side of the coin, 
advocating education cuts? And if so, what is inconsistent about 
that position? 

Dr. Reese. Well, Senator, as you know, higher education has 
become more and more active directly in economic development. 
There are a nuiiiber of national studies by the administration that 
have indicated that the real key to future sound, responsible eco- 
nomic growth will depend upon the right relation among universi- 
ties, the Federal government, private industry and State govern- 
ment. 

We would like to think that we have a financial model here with 
the Oak Ridge Nation' 1 1,aboratory. The results are very clear and 
I think are very convincing. 

But it does seem ominous that if the Federal Government be- 
lieves that on the one hand, and then withdraws support for educa- 
tion on the other, that seems to be remarkably inconsistent. 

Senator Sasser. It just seems ironic to me that we are talking 
about being more competitive, and here we are withdrawing aid to 
education at a time in our history when we're graduating fewer en- 
gineers, for example, than the country of Japan which has half of 
our population, and they're graduating more engineers. Is it any 
wonder that maybe some of their Sony television sets and Toyota 
automobiles work so well? They've got a lot more engineers. 

Chancellor, thank you very much for appearing here this morn- 
ing and giving us the benefit of your views. You've been very help- 
ful. 

Dr. Reese. Thank you. Senator. 

Senator Sasser. Our next panel of witnesses will be three stu- 
dents from the University of Tennessee-Knoxville campus. Tb 
are: Ms. Zena Denise Thomas, who is an undergraduate in the Ln- 
gineering school here at UT; Mr. Harmon Scott Mitchell, a student 
of the College of Business, and Ms. Bethany Neely, undergraduate 
in the College of Liberal Arts. 
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So would those three students please come forward and join us 
here at the witness table? 

WeVe got a reporter here who's got to get down what you say. In 
order to do that, she's got to be able to identify who is who. I know 
how you are. Would you identify yourself for the purpose of the 
Court Reporter, please? Scott, why don't we start with you. 

Mr. Mitchell. I'm Harmon Scott Mitchell. 

Ms. Thomas. I'm Zena Thomas. 

Ms. Neely. And I'm ^th Neely. 

Senator Sasser. ScOw., we'll start with you. Just give us your 
ideas about this proposal for student aid. Do you have any state- 
ments to make on that or any observations? 

STATEMENT OF HARMON SCOTT MITCHELL, STUDENT, COLLEGE 
OF BUSINESS, UNIVERSITY OF TENNESSEE— KNOXVILLE 

Mr. MircHEFx. Well, I would like to say that probably because I 
work at the Financial Aid Office, I am— all my educational ex- 
penses are primarily paid for by financial aid. 

I receive a State grant, the Pell grant, the National Direct Stu- 
dent Loan, hich is now the Perkins Loan. And what else. And 
CJollege Work-Study. That's the job at Fhiancial Aid is the College 
Work-Study Program. Without— with the cuts proposed in these 
programs, it would, you know, totally destroy my chances of stay- 
ing in school full-time. 

I have taken part-time jobs over breaks. Tve even joined ROTO, 
the Army ROTO, b'^re at school to get a little bit more money, to 
give me a little mor*. .uture security. 

One of the reasons I did join ROTO is that I have, over the years, 
had a feeling that graduate school would really be beyond my 
meana financially. And I always felt that ROTO was just for the 
braino. That's not true, hut that's the image I've grown up with. 

It would be financially difficult to make pajanents, to pay for any 
kind of loan that I would have to get to get through graduate 
school. 

ROTO would be sort of my graduate school, is that I'm looking 
forward to. The responsibility I would get through that would give 
me a boost into the business world. 



Senator Sasser. Well, Scott, let me ask you this question, would 
you be able to continue here at the University of Tennessee if you 
lost your student aid programs? 

P MnoHELL. No, s'**. not on a full-time basis. I'd hope to H 
least try to get a full-tmie job, maybe go to evening school or some- 
thing like that. And if I did have a part-time job, I'd have to drop 
out of ROTC. That, you know, would further hamper any future 
plans as far as career advancement. 

Senator Sasser. Well, Zena, could we hear from yo.. now? And 
then I want to come back and ask all three of you some queSi-ions. 

Do you have any statement or testimony that you would like to 
put forth for the record today? 
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STATEMENT OF ZENA DENISE THOMAS, STUDENT, SCHOOL OF 
ENGINEERING, UNIVERSITY OF TENNESSEE--KNOXVILLE 

Ms. Thomas. I currently receive College Work-Study and Supple- 
mental Grant, GSL and Pell Grant. Fm an out-of-State student, 
.and I work in Financial Aid. I've been working there for the last 
year under the College Work-Study Program. And I also wouldn't 
be able to attend college, especially not outof5tate, with the cuts 
that you have proposed. 

Senator Sasser. Well, I'm reminded that we haven't proposed 
those. These are being proposed by the Reagan administration, and 
the Office of Management and Budget. We are going to make a de- 
termination about whether or not to adopt them. I'm not very en- 
thusiastic about that, as you can see. 

Ms. Thomas. I'd also like to say that I'm the first, I'll be the first 
college graduate in my family. And this is really important to me 
to my family. 

Senator Sasser. Beth, do you have a statement that you would 
like to make? 

STATEMENT OF BETHANY NEELY, STUDENT, COLLEGE OF 
LIBERAL ARTS, UNIVERSITY OF TENNESSEE— KNOXVILLE 

Ms. Neely. I'd like to give a brief autobiography, if I may. 

My name is Beth Neely. I'm a senior in English here at UT, and 
am also employed in the Financial Aid Office. This is my third 
year receiving financial aid. I am 23 years old. I'm an independent 
student, and have been self-supported since the age of 18. 

My freshman year in college I was considered a dependent stu- 
dent, and my tuition was paid for by Guaranteed Student Loan. 
During that time, I was forced to support myself and received no 
financial assistance from either parent. I worked for minimum 
wage at least 30 hours a week but was unable to keep up my stud- 
ies due to the time factor involved as well as the cost of tuition. 

I then decided to withdraw from school and work to support 
myself and hoped to save enough money in order to return to 
school. However, after 2 years of work, I found it impossible in 
today's econonny to save enough money to pay for my own educa- 
tion. 

I then applied for financial aid. In 1983, I was re-admitted to the 
university, and now receive Pell Grant, the Tennessee Student As- 
sistance Corporation, Perkins Loan, College Work-Sludy Program 
and the Guaranteed Student Loan. If it weren't for financial aid, I 
could not be here. 

At this time, however, I'm already facing $11,000 in debt for stu- 
dent loans. And : hould I decide to further my education by attend- 
ing graduate school, I will be facing an additional $13,000, which 
would put me at $25,000 in debt. And that's what frightfns me 
most. 

Senator Sasser. Well, I gather, Beth, you would not bt .uie to be 
here were it not for the financial aid programs? 
Ms. Neely. Absolutely. 

Senator Sasser. Let me ask this panel this question, do you agree 
with the proposition that college education benefits only the indi- 
vidual who receives it, or do you see a broader benefit to society as 
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well? Does just the individual have a vested interest and a stake in 
getting a college education, or is there a broader public interest in 
seeing that people get a college education? 

How would you respond to that question? Scott, what would you 
say about it? 

COLLEGE EDUCATION BENEFITS INDIVIDUALS AND SOCIETY 

Mr. Mitchell. The State would have — the individual is, you 
know, it's obvious that the individual is not the only one that bene- 
fits. A college education can help all through the years. 

It will be, it's like the tax money that goes to supply this, to help 
the financial aid program with a college education. It's like an in- 
vestment in the future. 

Anybody that does receive a college education will likely— I don't 
know what the statistics are, but they will be most likely to go on 
in the future to supply the tax money to help the people that 
aren't able to get a college education for whatever reason. 

In other words, they're, they will become the people less likely to 
need financial aid in the future. And it's an investment is how, the 
only way I can say it. 

Senator Sa*>oER. All right. What would you say about that, Zena? 
Do you have any views on that? 

Ms. Thomas. You said earlier that other countries are graduat- 
ing more engineers and that their technology is more advanced and 
have better quality cars and TVs. 

If we don't graduate more engineers, then we won't be able to 
compete with the other countries. And without graduating and 
giving aid to students, we can't do that. 

Senator Sasser. What do you say about that, Beth? 

Ms. Neely. I agree with both of them completely. I see that it's 
obvious that it benefits society as a whole. It is an investment 'n 
the future. 

You have to realize that with coll^je education you're, you know, 
you're increasing your opportunities to make more money, there- 
fore, you can invest more money in the market. And, you know, 
that's a 'arge contribution to economy. 

So I can't see hew anyone could say that only the individual ben- 
efits. There's just no way. 

Senator Sasser. Now there are a lot of people, including Educa- 
tion Secretary Bennett, who would advance this proposal. Now I'm 
not just picking on Mr. Beni^ett. If he were here, he would certain- 
ly be able to defend himself, he's a very articulate individual. 

But it was pointed out yesterdj-y by a young woman, a journalist 
student at Memphis State that was receiving student aid, that Sec- 
retary Bennett should not be opposed to student aiu, due tr* the fact 
that he received studerx aid to go to Harvard Law School. 

So maybe she c n^Siining on being an investigative journalist, to 
be able to dig those sorts of things out of his background. 

But anyway. Secretary Bennett and others would say that the 
Federal Government snouldn't have a role in encouraging people to 
go to college, to get a higher education, and certainly should not be 
in the business ot helping pay for it. 
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SHOULD THE GOVERNMENT PROVIDE EDUCATIONAL OPPORTUNITY 

And I would ask you, how would you react? Do you think the 
Federal Government ought to have a role in affording educational 
opportunities to young people who qualify, or not? And that's the 
fundamental question, in my estimation. 

Ms. Thomas. Senator, I'd say definitely so. If the Government did 
not provide financial aid funds to students, the number of students 
able to go to college would definitely decrease by drastic numbers. 
We've already gone over that. 

That would increase the number of poor in the country and, 
hence, add to the load that the people not needing financial aid 
have to carry as far as tax support for the poor. So it's a continuing 
cycle. 

If the financial aid funds aren't provided, less people will go to 
college. The income of the American popuk ;ion, on the average, 
will decrease more, and it will be more dependent later on other 
welfare programs. That's just, you know, there's no way that that 
mentality can come into effect. 

Ssnator Sasser. What do you, the other two, say about that? 
Beth, do you think the Federal Government has a role to play in 
trying to defray or guarantee college expenses for individuals? 

Ms. Neely. Absolutely. As we have already pointed out, how can 
they expect us to compete in the world market without education? 
It's, I mean, it's impossible. Not only that, but I feel personally 
that everyone should ha e the opportunity to go to college if they 
want to get an education. Everyone should have that opportunity. 

And what strikes me is the fact that the middle class seems to be 
who are hurt the most. The lower class are going to be able to re- 
ceive the fundi. The upper class obviously has the funds. But the 
middle class, the ones v/ho need the funds the mc ^>t, are not going 
to be able to get them. 

It's just staggering to think about proposed cuts in financial aid. 
It's already difficult enough without making it that much harder. 

Senator Sasser. Would you agree with these statements that 
have been made by your colleagues here, Zena? 

Ms. Thomas. I certainly would. 

Senator Sasser. Sitting between them I wouldn't think you 
would want to disagree with them. 
Anything else you would like to tell us today? 
Ms. Neely. I have one question that I'd like to ask. 

INCOME CONTINGENT JX)AN PROGRAM A RUSE 

I have Just recently found out about the Income Contingency 
Loan Progran., and don't know a whole lot about it. But what I 
can' understand is, do they think that the American public is this 
ignorant that we're going to buy this proposal, that we really are 
going to fall for this? 

I mean, I jyst can't see why people cannot s^e that the people 
who are making tue least amount of money are going to be paying 
back the most. Can thoy not see how ridiculous that that ^5? 

Senator Sasser. Well, you asked me a question. Ordinarily I ask 
the questions. But in this particular instance you're asking for my 
personal view I suppose. And my personal view is that the Income 
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Contingent Loan concept is simply a device or even a ruse, if you 
will, to back the Federal Ggovernment out of the financial aid busi- 
ness without really admitting it. 

Because you come up with a proposal or a plan that is unaccept- 
able, nobi/uy will use it. But you can always say, well, we've got a 
loan program out here for the needy people who want to use it. 

Let's make it so unattractive that nobody will use it. And 1 1 ...ik 
that's what we're seeing here. 

Well, thank you very much for appearing here this morning and 
giving us the benefit of your views. Your viev/s are important be- 
cause you have a vested interest in what occurs with regard to stu- 
dent aid this year and in the coming years So I'm delighted that 
you could appear this morning and give us your views. Thank you. 

Mr. MnoHELL. Thank you. Senator. 

Senator Sasser. Now, our third panel consists of two students 
from the University of Tennessee— Knoxvil?^ campus and one stu- 
dent who's traveled all the way from the Univ "^rsity of Tennessee- 
Chattanooga campus there. 

They are: Ms. Donna Gay Ashby, a graduate student from the 
Knoxville campus; Mr. Spruell Driver, a Roddy Scholarship recipi- 
ent in Engineering from the Knoxville campus and Ms. Frankie 
Lee, a mother of four children, two of whom are college graduates 
and one who's currently a junior with a four point grade average. 

So, would you three please come forward here and join us at the 
witness table? 

All right. Would you identify yourself, please, for the record? 

Mr. Driver. I'm Spruell Driver, a senior in Industrial Engineer- 
ing at Nashville, Tennessee. 

Ms. Ashby. I'm Donna Ashby. I'm a graduate student here at 
UT 

Ms. Lee. Senior and parent, Frankie Lee from Chattanooga, Ten- 
nessee. 

Senator Sasser. Ms. Lee, we particularly appreciate you driving 
here this inomiiig. And I understand that you ve had a tragedy in 
your family, and we very much apprecie^ you coming all the way 
from Chattanooga to be with uf^ here today. 

Mr. Spruell, we'll begin with you. Do you ha*^e a statement you 
would like to make with regard to these propo<?ed cuts? 

STATEMENT OF SPRU! . DRIVER, RODDY SCHOLARSHIP RECIP- 
IENT IN ENGINEERING, UNIVERSITY OF TENNESSEE— KNOX- 
VILLE 

Mr. Drwer. Yes, sir. First of all, I'd like to thank you, Mr. 
Sasser, on behalf of myself and several other students like myself, 
for taking the initiative and giving us the opportunity express our 
opinions on the proposed budget cuts in Federal aid. 

PERSONAL HISTORY OF FINANCIAL AID 

First of all, I'd like to give you a little bit of my personal back- 
ground to supplement the information I have about my financial 
assistance here. 

I come from a one-parent home. My father passed away when I 
was 6 years of age. 
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As a senior in high school, I witness^^d the phase out of the Social 
Security program * 3nefits for college students. I just missed that. 
And therefore, upon graduation from high school, I didn't have a 
readily available financial base. 

I was, by standardized test scores, I guess, a typical student. My 
ACT score in 1982 was 19, but I view myself as a highly motivated 
student and capable of completing a college education. 

What brought me to the University of Tennessee was the Minori- 
ty Engineering Scholarship Program. That program in itself has 
accounted for approximately 32 percent of my education as a un- 
dergraduate. 

However, my ability to stay here at the University of Tennessee 
would not have been feasible had it not been for financial assist- 
ance and Cooperative Engineering Program which supplemented 
my income. 

During 1 ye:ir this time, my mom was unemployed. That was be- 
tween 1983 and 1984. And I was receiving Pell Grant assistance 
and the Tennessee Student Assistance package as well. And I've 
also received some Supplemental Educational Grant monies. 

The financial aid that I have received from the University here 
at Tennessee has been approximately 26 percent of my education. I 
Adew that as a very big important 26 percent, that had it not been 
there, I would not have been able to continue. 

The scholarships that the University has been able to afford to 
me have accounted for about 27 percent of my education, and I 
have paid about 15 percent of my education through co-op earnings 
in addition to that. 

The conclusion is that I find that I've been able to finance my 
undergraduate education by 100 pc.cent. But I do feel — I don't feel 
that I ve received a free ride. I think I've puUed my own weight. 
Because all of the scholarship monies as well as imancial aid were 
awarded to me contingent upon my academic performance. 

Therefore, the financial aid and the scholarships were not only 
financial assistance packages, but they were also incentives for me 
to do well here at the University. 

As I approach my graduation date, I am a senior in Industrial 
Engineering, my future aspirations are to go to law school And I 
feel that a legal education, coupled with a technical degree, will 
enable me to make a very beneficial impact, or beneficial contribu- 
tion to our society some day. 

Indeed, I'm afraid that had I not been able to attend the Univer- 
sity of Tennessee with the assistance of financial aid and the schol- 
arship programs, I would not even be in a position to see these 
dreams and in a position to try to obtain them. 

The last thing I'd like to point out is that I think as a fellow Ten- 
nessean you've probably witnessed the viability that our State has 
experienced for the past couple of years due to the Better Schools 
Program. This is a direct benefit based on our higher priority on 
education. 

As a matter of fact, in 1985, President Reagan had the opportuni- 
ty to come to the University, and he saw some of the benefits of 
the work that's been taking place between the University and the 
private sector. 
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What I would like to say is that I believe the scientists, the engi- 
neers and th<> educators who made that program a success are also, 
they were also recipients of some type of Federal assistance when 
they were undergraduate students. 

So I do believe that the Federal Government's added support to 
the education will have long-range benefits for our society, for the 
U.S. economy and ever3^hing. 

I think that if we were to turn around and detrimentally make 
these drastic cuts in financial aiJ, we would erase some of the ben- 
efits that we received from the 1965 Higher Education Act. 

And with that, I would like to thank you again, and I appreciate 
your giving us the opportunity to present our views. 

Senator Sasser. Thank you, Spruell. 

Donna, do you have anything you would like to say this morn- 
ing? 

STATEMENT OF DONNA GAY ASHBY, GRADUATE STUDENT, 
UNIVERSITY OF TENNESSEE— KNOXVILLE 

Ms. AsHBY. Yes, I do. I would like to say that, like Spruell, I was 
also from a one-parent household. I lost my father to a house fire. 
That left my mother and my two, my sister and iny brother to sur- 
vive on an income which was $3,500. 

With that, all four of us were able to go to college and get our 
Bachelor's degrees. My mother is a nurse. My brother is (unintelli- 
gible) and my sister is (unintelligible), and I have been teaching 
high school. AH of us were able to do this because of financial aid. 
Without financial aid, none of us would have been able to go to 
school on our income. 

As I said, Tm now a teacher. I have been teaching high school 
here in Tennessee for 4 years. And something you said earlier 
struck me. When you mentioned that a person in the field of teach- 
ing, if they obtained a loan, they would have difficulty pajdng it 
back. I was in that position. 

I didn't have the money to go to college without taking out a 
loan. It took me about 3 > rs to pay it back. I did not decide to 
come back to school until I was able to pay off my loan, which was 
relatively small. I was teaching on a small income and did not have 
the money to pay it all back immediately. 

I am now in school at the University of Tennessee working on 
my Master's degree. My point is, I came back to school with the 
confidence that by working hard enough that there would be 
money available where I could make it through. 

I am now luoky enough to have a job in the Financial Aid De- 
partment and I have recei /ed . scholarship which pays my tuition 
and gives me a small salary. This is my sole income. And I feel like 
Fm very lucky to have it. Because if I did not have it, I would have 
to depend on loans and going into debt. 

And I did not apply for any other type of financial aid because I 
feel so lucky to have this particular type of assistanceship, that I 
would not want to take money that other students would get. Be- 
cause every day I see students whose total income is what they 
make from College Work Study Program and some type of finan- 
cial aid. 



ERIC 



R5 



43 



And I feel like that those students are already in a bind. And I 
don't know what would happen without that financial aid. But 
that's why I feel very lucky to have the opportunity to receive fi- 
nancial assistance. Financial assistance has made the difference be- 
tween me and my family. 

Senator Sasser. Thank you very much. We'll hear now from Ms. 
Frankie Lee. 

STATEMENT OF FRANKIE LEE, STUDENT AID MOTHER 

Ms. JL»EE. I haven't thought of this meeting before today. But it's 
such an important meeting to me. Everyone has a speech prepared. 
But we had a death in my family, so I apologize. 

Senator Sasser. That's all right. You just relate your experiences 
with financial aid and what it's meant to you and your children. 

Ms. Lee. My problem is that I want to just complain from top to 
bottom. 

Senator Sasser. All right. 

Ms. Lee. I am a product of my society. I was raised by a typical 
mother, father, two children. Married. A husband, mother, father, 
two children. Everything was typical. 

My age group was not raised to go to college. I did not get chem- 
istry in high school. I did plan to go to college. 

My parents told me that you work hard, you did a good job, you 
did your best, whatever. This is not the American dream any 
longer. 

I rose to personnel manager in three different brge companies, 
and I closed each of those companies in the 1970s when environ- 
mental control money didn't equate changes in the environment. 

I saw men my age, in their ^Os, change jobs for the first time in 
their life. Our society didn't f-xpect to change jobs. They got a job 
when they were 18, they went to work and they became a good 
member of the Teamsters or whatever. Our society has changed. 
Education is necessary. There is n^ ',ther way. 

I raised four daughters. They were from 2 to 10 years old when 
their father left. I worked 60 hours a week for 10 years. There Wcis 
no way I could support a college education. 

But they made good grades in high school, they excelled. They 
put windows in, this type of thing. There was no way I could have 
come up— you can't make a loan. I had great credit. But you can't 
support that level when there gets to be a point. 

Our society has changed. Mr. Bennett says that society will not 
benefit, that the family really should be responsible. There's no law 
that says the family is responsible. 

What is an 18-year-old to do? They come into our office each day. 
They don't have an education, their parents are going into bank- 
ruptcy, they've had to quit school and 

Senator Sasser. Pull that mike up a little closer, Ms. Lee. You're 
competing with the construction outside. 

Ms. Lee. I'm sorry. 

Senator Sasser. You're doing fine. 

Ms. Lee. I'm just concerned that— I have fou ghters. My 
daughters have been highly successful. They are extremely moti- 
vated. 
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My father pointed out to me, when their father left, in black and 
white. He showed me that I could go on welfare and stay home and 
raise my children, live on the farm and so forth not buy a car or 
anything because I was raised by those people that said to do it. 

Well, we didn't take that avenue. And Fm so pleased that we 
didn't. My children, had they been raised in that road, would not 
be a doctor, would not be a stockbroker. 

Fm so proud of my children. And I'm sure that they have more 
pride than I. I am sure they wouldn't appreciate me spreading to 
the world how we, how things, how rough things were for them. 
Because they're smiling citizens and everything now. 

They would have been that way had they not had the education. 
It would have been that way had there not been an opportunity to 
borrow money. And I know I'm rambling. 

But now, they are successful. Society will benefit. It is not for 
them. Their income will make their children financially happy, 
give them more. They can take them horseback riding this week- 
end, whatever. 

But they're also President of the Jaycees. They're active in their 
church. They're called for every— my daughter's speaki' , at the 
university this year as a requirement. 

There is no way I could have done it. I rose to personnel manag- 
er three times and I was there when we closed those plants. 

I went back to the next company where I started as an assistant. 
But I didn't have the paperwork. I had to have the education. The 
"sheepskin" as one manager put it. I didn't get the job. It wasn't / 
that I didn't have the ability or intelligence or couldn't perform the 
job. It was just simply it was a competitive market. And I was / 
simply on the lower entry level. 

So I have come back to school. I work full-time. I have a 3.8 aver-/ 
age. And I want to go to school full-time. There is no way an 18/ 
year-old can handle that pressure. I have given up opportunities-- 
college cost is unreal. You have no friends. Everything is very shal- 
low. 

But the reason I find it a necessity, is I have been a desk clcirk 
for the past 8 years. And I could have sat there and have been com- 
fortable. It was a very easy life. / 

But now I'm handing my children a terrible responsibility. Since 
they were 2 years old— to repair everything in our house. / 

Now I'm going to say our Social Security program isn't coming 
forth. Our societv changes jobs three times in their lifetin:(e. I've 
had to retrain. I ve changed jobs three times. And you car^t start 
from that point. You always start one step under when you go 
back, unless you have the paper. 

GOVERNMENT LOANS MAKE EDUCATION POSSIBLE 

Senator Sasser. Let me ask you some questions, Ms. Lee. Would 
it have been possible for your children to go to college and get the 
education they got without financial aid? 

Ms. Lee. Tm sorry to laugh at the question. I don't, know. I was 
working full-time and part-time jobs for 10 years tp support us. 
There was no way— you know, the Government gave, $276 1 month 
and $313 1 month to my children a semester to go to school. But 
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the kids are in debt up to their ears in Government loans. But 
there's no way I could have made those loans for them other than 
the Government grants. 

Senator Sasser. Had it not been for the Guaranteed Student 
Loans they probably would not 

Ms. Lee. I could not have gone to a bank. My credit rating was 
above reproach. There was no problem with my credit. There was 
no problem with anything. I was considered the, I was the top of 
society as far as doing all you can do by work. 

There is no way that we could have gone to— you can't walk in 
and get a loan at 18. A kid won't do that. As motivated as children 
are, they're still going through a developmental stage. 

An 18-year-old is not going to behave like a 50-year-oId woman. 
They're giving up everything and doing nothing. Tney have no ex- 
perience. They'll stand crying because they don't know how to fill 
out the application. It's just too hard. I can't understand why 
anyone wouldn't want an education. 

We have two systems. We had a phrase "Catch 22" years ago 
And we will go back to that. Because the college (unintelligible). 

They will— taxes have now become an astronomical burden. Soci- 
ety will benefit. I've watched grown men, I had from six hundred 
in one plant to two thousand people in the plant. Those men 
couldn't fill out an application. It's not that they didn't contribute 
to society. It's just that they didn't contribute— a woman couldn't 
contribute the same as a man. A man would have the advantage. 

Senator Sasser. Let me stop you right there and pose a few ques- 
tions to the other witnesses gathered here. 

Spruell, you said you were the first generation in your family to 
get a college education? 

Mr. Driver. Yes, sir. 

Senator Sasser. How about you. Donna? 

Ms. AsHBY. Yes; my sister and my brother and myself were the 
^ .st college educated. 

Senator Sasser. Would it have been possible for you to get this 
college education without financial aid? 

Mr. Driver. No, it certainly would not. As I said, we were a 
family of four. And our inco.ne, annual income, was $3,500. So we 
definitely cculd not have. 

WORK-STUDY PROGRAM DICTATES EDUCATION FUTURE 

Senator Sasser. Now, the other day Secretary of Education, Ben- 
nett, made the statement v/hen he was before the Senate Budget 
Committee, to the effect that, with regard to tne College Work 
Study Program, he said, "'Veil, what difference does $500 or $600 a 
year make in the overall cost of trying to get a college education? 
What if the student got out and got the money somewhere else?" 

Now my question to you is, does $500 or $600 mean the differ- 
ence between staying in school or leaving? What's your experience 
in that regard? You've had experience. Tell us what you think 
about that. 

Mr. Driver. Well, I am participating in the College Work-Study 
Program, but I can say that $500 or $600 would make a difference 
in being able to stay or leave. 
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If you don't have that money, then you really havp no other 
option than to withdraw and try to find a Job somewhere else and 
save enough money to come back. 

But I have found with my relationship with other students, the 
students who do that, go out of school to take full-time employment 
outside the university setting, find it particularly hard or more dif- 
ficult to come back. Orce you get out of the setting, it's hard to 
come back. 

I think the program presides a lot of ser'^ces here on campus 
that would not otherwise be availaole throu^.i our offices, such as 
financial aid. The University's buildings wculd not be able to be op- 
erated in the fashion that they are without the student assistance 
in those positions. 

Senator Sassek. Donna, do you agree hat $500 or $600 can make 
a difference between staying and going? 

Ms. AsHBY. Yes; it wouIq. When I was in college, I worked for 
three quarters and I paid my tuition with that. So that involved an 
entire year of education that I wouldn't have gotten without that 
amount of money. 

So that tuition was reaso' able. And that was, as I said, that rep- 
resented an entire year r jtudy. Today, that would represent an 
entire quarter plus books. And that wouL give a person an entire 
quarter and not having to go without hooks and falling behi^'l. 
it makes a difference. 

Senator Sasser. Well, you all have answered a number of my 
questions with your opening statements here. And I know you'll 
agree that a college education benefits more than just the individ- 
ual. It benefits the society as a whole. 

Ms. Lee, we're going to let you have the last wc '. 

Ms. Lee. I'm sorry. I just foel that it's impor . The reason I 
would advocate the College Work Program is noi i $300 or $500 
or !j)600. College is very hard. It's changed. I'm not certain why we 
call it "higher education." Society has changed from requiring a 
sixth grade education to a twelfth gi*ade education. 

But the College Work Prog.-^m offers more than financial assist- 
ance. It gives you the op^ ortunity to go to school and not have to 
change jobs. I worked 2% years to go to college. I worked full-time, 
part-time jobs. I did not have ^.inanciai aid. It was very hard. 

What I ran into was in the lasi ear, you have prerequisitp^j. You 
can't — my past employer said, why, (unintelligible). 

The College Work Program offers ys, . an opportunity to walk in 
and out. You get your schedule. You take things as they come, to 
meet the responsibility o** each semester without changing jobs or 
changing your responsibility. You don't have a total 3hift to learn a 
new job. It is imp..3sible to be able to do that. 

Senator Sasser. That's a point vyell-made. The College Work- 
Study Program gives you not only the financial iw.*vard, but it also 
gives you the flexibility to vary your work with .'Our academic 
schedule and allows you to be more or less in an academic environ- 
ment where people are sympathetic to your academic ne*3ds and 
not just to the work needs. 

Ms. Lee That's the reason for the camaraderie in school. You 
feel liki you're against the world. You don't find that in the busi- 
ness warld. In the business world, you're competing all day. And 
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youVe tested and tested. And you feel like, gosh, am I going to 
make it? It's extremely difficult, 

ur^^^ can't— yoii function better when everyone is saying. 
Oh, come on, you can do it/' It generates energy. 
You are placed in the business world and yoii learn to function 
anr you learn responsibility. You mature. And you are pressured 
to^a pomt that an 18-year-old couldn't handle. It's just overpower- 

Senator Sasser. Well, thank you. Donna, would you like to add 
something? 

EDUCATION CUi:S STIFLK ECONOMY AND SOCIETY 

Ms. AsHBY. Yes; I have a supporting point that I'd like to make 
I think this IS what frightens me most about the cut in the budget 
for financial aid. And that point is, our countrv was built on the 
ability f - the lower and middle inc me people to rise above their 
means l d become people of importance and people who have in- 
fluence. 

What this will do, I fear, is this v^rill lessen the abiiit.y to have 
those lower and middle income people to be able to contribute to 
society. These people will be stifled as the result of our economy 
Our society will lose the services of these people who will not have 
the means of education. The lower and middle income people will 
not have the means to go to school and to contribute. That's what 
frightens me the most. 

I think that the people who are in college need to realize that if 
they take away the Federal i 1 services, it is definitely going to 
stifle the economy and stifle society. 

Senatoi oasser. Well, I think that's a point well-made. There are 
a lot of apprehensions now about the evaporation of the middle 
class m this country, and there are concerns that we are moving in 
the directiCTi of an upper class and a lower class, with the middle 
class dechnmg in numbers and in influence. I think that cuts to 
student aid will certainly accelerate the process. 

I want to thank all of you for coming to this hearing this morn- 
ing. I ve been impres..d with the caliber of the students that we've 
heard from today. And I think if these students are representative 
of the college age population today, then I think there's great opti- 
mism about the future of this country. 

If anyone would like to submit additional information or testimo- 
ny for the record, we are going to hold it open until March 11th, 
That s one month from tod? ' And you can have your statement 
included m the hearing record by submitting it to our Knoxville 
office here in the old post office building in room 320. 

Before adjourning this hearing, I would like to recognize and ac- 
knowledge the presence of Dr. Robert Shephard, the President of 
Knoxville College, who was here a moment ago. We appreciate him 
coming by and sharing an interest in these hearings. 

Thank you very much. I officially declare these proceedings 
closed. 

[Whereupon, the subcommittee adjourned subject to the call of 
the Chair.] 
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THE IMPACT OF THE PRESIDENT'S FISCAL 
YEAR 1988 HIGHER EDUCATION PROPOSALS 
ON T.IE STATE OF TENNESSEE 



WEDNESDAY, FEBRUARY 11, 1987 

U.S. Senate, 
Committee on the Budget, 

Nashville, TN, 

The committee met pursuant to notice at 2:30 p.m., in the Avon 
North Williams, Jr. Campus Building, room 353, Tennessee State 
University, Nashville, TN., Hon. Jim Sasser, presiding. 

Present: Senator Sasser. 

Staff present: Lance Simmens, senior economic counsel to Sena- 
tor Sasser. 

OPENING STATEMENT OF SENATOR SASSER 

Senator Sasser. Let me bring these hearings to order. First, I 
would like to welcome all of i ou here coday. This is one in a series 
of hearings that I have beer conducting across the State of Tennes- 
see to determine the impact of the administration's fiscal year 1988 
budget proposals on higher education and on vocational eoucation. 

These hearings are held under the auspices of the Senate Badget 
Committee, on which I serve, and I'm accompanied today by Mr. 
Lance Simmens, a professional staff member of the Senate Budget 
Committee. 

EDUCATION MUST PLAY CRUCIAL ROLE 

I would say at the outset that if this Nation is to regain a com- 
petitive edge in an increasingly competitive world market place, 
^iducation must play a crucial and critical role. Yet there are some 
who seem intent on making students and those who seek education 
in institutions of highei learning foot soliders in the battle of the 
budget. Although education rtpense represents only 2 percent of 
the Federal budget, it has been asked to take 20 percent of the 
overall budget cuts. 

Now. I think that is really a disastrous situation for the country. 
If we arc going to become competitive again in the world economy, 
if we are going to continue to be a great power, then I think we 
have a vested interest in educating our young people. 

Under the administration's budget proposals, funding for pro- 
grains such as the College Work-Study Program would be tot \\\y 
eliminated, completely wiped out. This would el'minate jobs for 
about 787,000 financially needy students all across this country. 
Also under the administration's proposal, funding for Supplement 
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ta) Educational Opportunity Grants would be completely eliminat- 
ed, and this would eliminate 720,000 financially needy students 
from this program. 

Under another administration proposal, funding for the State 
Student Incentive Grant Program would be completely eliminated, 
eliminating 276,000 students who presently participate in this pro- 
gram. Under the administration's budget proposals, reduced fund- 
ing and structural changes in the Pell Grant Program, which is the 
backbone of all the student aid programs in this country, would 
affect at least 222,000 '^tudents nationwide. Almost a quarter of a 
million students would be adversely affected by changes in this pro- 
gram alcne. 

And next probably in importance is the Guaranteed Student 
Loan Program. This program is particularly helpful to middle class 
students and middle class families. Without the Guaranteed Stu- 
dent Loans, many students in middle class families simply could 
not go to college. Changes and restructuring of the Guaranteed 
Student Loan Program would result in over 200,000 fewer students 
being able to participate in that program next year. 

BUDGFr PROPOSALS WOULD MAKE EDUCATION MORE EXPENSIVE 

In sum, what we are seeing are budget proposals dealing with 
education whose major effect and impact would be to make college 
education much more expensive. And in many cases it's going to 
mean the difference between a student attendmg college- or not at- 
tenaing college. 

We have some charts which I think illustrate precisely what Fm 
talking about. The first chart ^ shows expenses for a family of four 
wi^* college-age children. Now this upper middle class family has 
an income of $36,302. With one child in college after all of the ne- 
cessities of life are paid for, taxes, housing, shelte^, food, et cetera, 
and education for the one child in college, what they have left over 
is less than 2 percent of their overall income which amounts to 
$726 left for savings and for emergencies. Clearly, most families in 
this country and certainly most families in the State of Tennessee 
fall far below an income of $36,000. So you can see that even a 
family with an income of $36,000, if they seek to put a second child 
in college, simply could not afford to do so without student aid pro- 
grams. 

The second chart ^ illustrates what we are talking about by way 
of budget cuts. In the 1987 appropriation Tor the Department of 
Education, $9.2 billion were spent on programs that could be char- 
acterized as enhancing the competitive position of the United 
States. For example, these programs include student aid programs, 
vocational education and grants for mathemi-tics and science, all 
designed to encourage youngsters to get into the critical mathemat- 
ic and science programs. 

Under the cuts that are being proposed, we see the $9.2 billion 
devoted to economic competitiveness reduced to $4.5 billion. This 
includes a $3.7 billion cut in student aid, almost a $1 billion cut in 
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vocational education and a $100 million cut in math and science 
grants, for total cuts of $4.7 billion, or a 51-percent reduction in 1 
year in dollars that go for education to make our students more 
competitive. And these dollars an not corrected for inflation. 
These are nominal dollars. It's ironic that we are proposing to 
reduce incentives for math and science grants at a time when the 
Unitec^ ^ates, a country twice the size of the country of Japan, is 
presently graduating fewer engineers. 

MISGUIDED POLICY DECISIONS 

So this gives one, I thiiik, some idea of what we are up against. 
Now I thi»>k the underlying assumptions governing these policy de- 
cisions are misguidec'. For example, the Ser <jtary of Education, 
M*. William Bennett, appeared before the Sei.ate Budget Commit- 
tee just the other week and indicated tiiat education only benefits 
the individual, so why shouldn't that individual have to pay for his 
or her education. 

Well, frankly, I reject that assumption because I think education 
benefits not only the individual, it benefits our society and our 
economy. If we are going to have a competitive economy, if our in- 
dustries are going to be competitive, we have got to have educated 
people to run them. If we are going to have a stable democracy, 
then we are going u> have to have educated people t(» make the 
proper policy choices for this country. So the point iy that educa- 
tion dollars benefit society at large and not just the individual stu- 
dents. 

INCOME CONTINGENT LOAN CONCEPT 

The administration is also proposing the expansion of a program 
called the Income Contingent Loan concept. Now this sounds good 
initially, but when looked at carefully it loses its initial lustei . Ac- 
cording to the National Association of Student Financial Aid Ad- 
ministrators, under the program that the administration is advo- 
cating, if a student graduated from college and earned $12,000 in 
their first job, if they had borrowed $15,000 over the period of their 
4 years in college, if they started at a salary level of $12,000— and 
that occurs with many in the teaching profession, for example* the 
student would end up paying back $100,000 over the period of 25 
years. In the 24th year, the monthly payment would be $V18. So 
clearly this is not a viable alternative for those who would be in 
lower income occupations. 

What about a student that has a salary oi* $22,000? Well, they 
could repay the loan in 11 years, and the total repayment would be 
slightly over $44,000. So you see how regressive this approach is. 
The student getting a lower pay would be paying longer and paying 
more money, while the student who had a higher income would be 
paying less money over a shorter period of time. So it'? a regressive 
way, I think, of trying to finance college educations, and I know of 
few students who would be willing to sign up for what v aid be 
comf irable to a home *nortgage in order to get a college eJucation. 
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VOCATIONAL EDUCATION WOULD TAKE BIG CUT 



Well, finally, what happens to vocational education under these 
proposals? Well, everybody in our society cannot go to college and 
some should not go to college. We have a need in this country for 
carpenters, for plumbers, for bricklayers. Those are honorable and 
needed professions. And many of these skills are learned in voca- 
tional education schools. Well, we find that under the proposed 
cuts for vocational education that we would lose approximately 25 
percent of our students in the rural counties of Tennessee who 
attend postsecondaiy vocational schools. OneKjuarter of the stu- 
dents in rural counties in Tennessee would be ineligible for student 
aid for .)Ostsecondarv vocational education under the proposals that 
are being advanced by the administration. 

Well, those are the preliminary statements that I wish to make, 
and I think we can get underway now. Our first panel consists of 
Mr. Ron Gambill, who is the executive director of the Tennessee 
Student Assistance Corporation. Mr. Gambill has served in that po- 
sition since 1985. He received a bachelor's degree from David Lips- 
comb College, and a master's degree from Middle Tennessee State 
University and both in biology. From 1973 to 1985 he was head of 
the financial aid department at Nashville State Tech Institute. 
Joining Mr. Gambill is a distinguished educator in this State, Dr. 
Arliss Roaden, who is the executive director of the Tennessee 
Higher Education Commission and who for years served in an ex- 
emplary fashion as the president of Tennessee Tech University. 

Dr. Roaden is a native of Corbin, Kentucky, a graduate of Cum- 
berland College, Carson-Newman College and the University of 
Tennessee. In his capacity as executive director. Dr. Roaden serves 
in an ex officio capacity on the State Board of Regents of the State 
university and the community college system. Gentlemen, would 
you come forward and take your seats here, and let us hear from 
you today. 

Dr. Roaden, I want to welcome you and Mr. Gambill today. I 
want to welcome you here today and say that we look forward to 
your testimony. We are collecting testimony here today that will be 
presented to the Budget Committee when we begin deliberating on 
these budget proposals, and your statements will be examined by 
the staff of t'^e Budget Committee and by at least some of the Sen- 
ators. 

So why don't we go first with you. Dr. Roaden, if that's all right 
and then with Mr. Gambill. 

STATEMENT OF DR. ARLISS ROADEN, EXECUTIVE DIRECTOR, 
TENNESSEE HIGHER EDUCATION COMMISSION 

Dr. Roaden. Senator Sasser, may I say that we are thrilled to 
have a distinguished senior Senator from Tennessee back hor >e 
and especially to have you here in Nashville. I appreciate the op- 
portunity of commenting on the proposed rescissions and reduc- 
tions and in some cases elimination of programs and activitie.«? that 
were contained in the administration's proposed 1988 budget. 

May I say that higher education in this country is a big enter- 
prise, well, 0 jr $100 billion. Something on the order of 3 percent 
of our gross national product. / nd we enroll over 12 million stu- 
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deiits in ^higher education across the country and millions more are 
served through our public service and continuing education pro- 
grams. And we are unique in this country, I think unique in the 
industrialized world, in that we believe that higher education op- 
portunities ought to be available to every person wb has the intel- 
lectual aptitude and the interest in pursuing hx^aer education 
^vithin our colleges or universities or in our post-secondary voca- 
tional schools. Other countries don't hold that value, but we do, 
and I hope that we can retain it over the years. 

HIGHER EDUCATION BENEFIT TO ALL OF SOCIETY 

You mentioned in your oi/ening remarks that there seems to be 
an assumption that higher education is for the benefit only of the 
individual who goes to college or university. Of course, it's a very 
important benefit to that person, and that person certainly shares 
in the cost of higher education. But the bigger ] ^nefit, the more 
important and the longer range benefit, comes to all of society 
which will help us to be a more competitive, more productive and I 
think more exciting society. 

^ In Tennessee we have recognized the importance of higher educa- 
tion by establishing a network of uni , arsities, community colleges, 
technical institutes and area vocational schools. There are 28 of 
those. And the'ie institutions constitute a network across the State 
that provide an access and opportunities for access to every com- 
munity in Tennessee. And we have made in the State major invest- 
ments in our higher education entei-prise. fhese institutions oper- 
ate, of course, through the support of the State and also by student 
fees, by grants and contracts and gifts and by assistance from the 
Federal Government, which for the most part has been in the area 
of student support. 

In recent weeks when we have read about and heard about pro- 
posals by the administration to make major reductions for all of 
higher education, which would be a cut of about $5.5 billion from 
the budget under which we are currently operating, we have been 
very concerned. We apprec* .^e your concern because these cuts 
would deny thousands of young men and women the American 
dream of going to college. And the country would suffer a dec^ir^ 
in our economic competitiveness by our failing to develop our 
gre,atest resource, our human capital. 

Well, as you noted, funding for Federal student aid programs 
would be cut almost half. The President's budget cuts student as- 
sistance making college virtually impossible for some 3 million 
young Americans who want to pursue their education. And may I 
say, speaking as a person in the State responsible for policv 
making and coordination of higher education, <^here is no way that 
the States could come close to replacing these funds v/ere they to 
be removed from the Federal budget. The total national expendi- 
tures for student assistance, about three-fourths of the total comes 
from the Fedaral Government. 

PROGRAMS FOR DISADVANTAGED WOULD BE CUT IN HALF 

Also the 1988 proposed budget would virtually eliminate pro- 
grams that we call the Trio programs for disadvantaged such as 
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upward bound, talent search, student support services, educational 
opportunity centers, these for disadvantaged students which pro- 
vide — have in the past provid'ni encouragement and support. These 
programs are sch^uled to be cu*^ by more than 53 percent. These 
cuts will have a devastating impact on students who are the first 
generation of their families to consider post-secondary education, 
and those who are members of minority groups. 

We still have in Tennessee, and it's very excitinf to observe in 
our colleges and universities, students who are the first from their 
families to attend a college or a university. And we would be short- 
sighted if we failed to remove every obstacle which would insure 
that these citizens are well educated and productive. And I would 
note relative to the minorities in our society that demogrf.phic pro- 
jectionr are such that the year 2000 they will constitute one-third 
of our 4 :)pulation. Certainly to our advantage to be sure that 
they're provided opportunities to be produc ive citizens. 

ECONOMIC COMPErnTIVENESS 

We noted recently that the U.S. Chamber of Commerce pro- 
nounced that i: America's standard of living is to be preserved, 
then we must focus our attention on the need to become more com- 
petitive. Much is said about competitiveness. President Reagan in 
his state of the Union address a couple of weeks ago emphasized 
the role of education in promoting economic competitiveness. 
There's ^ great gap between those words and the realities of the 
proposed Federal budget for higher education. 

The fundamental element in competitiveness is education by 
training and retraining the American work force so that our citi- 
zens have intellectual tools for competing in a highly technical so- 
ciety. And historically the higher education community has encour- 
aged national policies that recognize and enhance higher educa- 
tion's contributions to society. And colleges and universities have 
turned to the Federal Government for this kind of support. 

COMPETENCY TESTS NEED GREATER ATTENTION 

The Secretary of Education, William J. Bennett, recently com- 
mitted that what is needed is not more Federal dollars, but what 
is needed is greater attention to competency tests for teachers and 
greater accountability measures for schools and colleges. I would 
like to note for the record that many of us already are working 
hard with the question of accountability and questions of compe- 
tency. Just this week, tomorrow and Friday we are hosting here in 
Nashville two national conferences o * distinguished educators and 
others from around the country addressing the question of account- 
a llity and assessmenc and ways to improve the accreditation proc- 
esses in higher education. 

Also was very pleased to note in the January 18, Sunday edition 
of the New York Times an article about what colleges and universi- 
ties are doing in the areas of competitiveness and accountability. 
Let me just quote one line out of there. It says: since 1980 the Ten- 
nessee Higher Education Commission has evaluated all State-sup- 
ported institutions on factors such as obtaining employment of stu- 
dents, their performmce on academic tests, the school's plans for 
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improving instruction, as well as subjective judgments of students, 
alumni, employers about how well their education served them 
when they were m school. And under a point system the State of 
Tennessee has already appropriated more than $50 million in this 
program that we call performance funding, taking into account the 
college and universities that are doing a commendable job. 

So the words of the Secretary that we need to concentrate in the 
area of accountability I think are a little late r9lative to what is 
gomg on and certainly j iss the point about what is needed to pro- 
vide opportunities for our young folk to get a college education. 

Well, Senator Sasser, I will thank you for providing us in Ten- 
nessee with the opportunity for personally expressing our gratitude 
to you for your very firm support of educational opportunities of all 
our citizens and giving us the opportunity to express our own con- 
cerns about the rescissions, the reductions and eliminations that 
are proposed in the national budget. 

These are programs that aie viable to our ecjnomy and arc vital 
for international competitiveness and international relations. And 
you would expect me as an educator I'm sure to say those kinds of 
things, but you're familiar, as are other members of the Congress, 
with a recent public opinion study that was sponsored by the coun- 
sel for the Advancement and Support of Education for this country 
which reported that more than half, 54 percent to be exact, of all 
adult Americans believe that Federal aid for low and middle 
income students is important. So m-r words are not just those rep- 
resenting the higher education community, but I believe are the 
words which you would find fron people on the street and people 
m the supermarkets and people in factories. Thank you. 

Senator Sasser. Well, thank yon very much, and I would like to 
ask you a couple of questions in just a moment. Doctor Roaden. 
We'll turn to Mr. Gambill first. Ron. 

STATEMENT OF RON GAMBILL, EXECUTIVE DIRECTOR, 
TENNESSEE STUDENT ASSISTANCE CORP. 
Mr. Gambill. Thank you. Senator Sasser, for the opportunity to 
comment on the implications of these proposed budget cuts for 
fiscal year 1988 as it relates to student financial assistance in Ten- 
nessee. 

As executive director of the Tennessee Student Assistance Corpo- 
ration, I have a great concern about a number of the budget pro- 
posals which have far reaching effects on the opportunities for 
post-secondary education for needy, low and middle income stu- 
dents in Tennessee. Many current and future students will be dis- 
couraged from post-secondary educatior, if not eliminated all to- 
gether, due to the nature of the programs being cut and their re- 
placement by the Income Contingent Loan Program. 

ELIMINATION OF CAMPUS BASE PROGRAMS 

First let me address the proposed elimination of the campus base 
programs. College Work-Study, Supplemental Educational Opportu- 
nity Grant, Perkins Loan, National Direct Student Loan and as 
they currently exist. This academic year an estimated 12,500 Ten- 
nessee students will receive through earnings in the College Work- 
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study Program over $9 million. Students have the opportunity to 
secure work experience in their fields of study while they help pay 
for their educational expenses. 

As a director of financial aid for 12 years, I observed the students 
on the C!ollege Work-Study Program consistently had the highest- 
second highest grade point averages each year of all students on 
programs administered by the student financial aid department. It 
does not make sense to eliminate this program of self-help that has 
so many positive benefits. 

Elimination of the funding for the Supplemental Educational Op- 
portunity Grant will affect over 8,000 Tennessee students who have 
proven financial need for the grant funds. 

Senator Sasser. You say 8,000? 

Mr Gambill. Eight thousand. Those students would lose approxi- 
mately $5 million in needed assistance. The Supplemental Educa- 
tional Opport* nity Grant Program helps to maintain a proper bal- 
ance of grant assistant in a student's financial aid award package. 
SEOG helps keep needy students from being saddled with excessive 
loan debts. 

For the current 1986-1987 academic year over 10,000 students 
will receive need-based loans through the Perkins National Direct 
Student Loan Program to help pay for their educational expenses. 
The proposed change of the Perkins Loan Program to be part of 
the Income Contingent Loan Program will have a detrimental 
effect on students. 

The Perkins Loan Program was established in 1958 and has been 
an effective program for providing low interest loans to needy stu- 
dents. The dramatic change of interest benefits, greatly increased 
intere rates from the current 5 percent and the astounding pay 
back a >unts in the Income Contingent Loan Program will nega- 
tively ei c5Ct, if not totally eliminate, the needy students this pro- 
gram currently serves. 

STATF STUDENT INCENTIVE GRANT PROGRAM 

Second proposal I would like to address is the elimination of the 
funding for the State Student Incentive Grant Program. Tennessee 
students will receive $1.1 million in Federal funds through this pro- 
gram this current academic year. With the matching provided by 
the State legislature, the program this year will serve over 19,000 
Tennesseans attending post-secondary education. Eli^Tible students 
must qualify on the same basis of high need as the Federal Pell 
Grant Program. This program also helps maintain that proper bal- 
ance of gift and self-help assistance. 

GUARANTEE STUDENT LOAN PROGRAM 

Third area of budget proposal concerns is relative to the Guaran- 
teed Student Loan Program. The Tennessee Student Assistance 
Corporation guaianteod over $85 million in the past academic year 
for over 3o,000 student parent borrowers. This program covers a 
broad spectrum of post-cecondary students, from those attending 6- 
month vocational programs to those attending graduate and profes- 
sional schools. 
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Since the Higher Education Amendments of 1986, all students 
must demonstrate financial need for the loan to qualify for the in- 
terest subsidy. Students must pay a 5-pe^cent origination fee to 
offset part of th^ Federal Government's special allowance pay- 
ment«? to the lenders. The loan capital is supplied by banks and 
other lenders for students and parents to help meet educational ex- 
penses. The budget proposals for this program would discourage 
and eliminate lenders from the program. The current special allow- 
ance payments of 3.25 percent would be dropped to 2.75 percent. 
Lenders ^yould only be eligible to receive insurance on 90 percent 
of the principal and interest instead of the current 100 percent. 
Lenders would elect to place their capital elsewhere or limit access 
by putting credit checks on borrowers and only serve those with 
strong banking history. Low income students would greatly suffer 
from a lack of lender access. 

The cost to the student borrower would also greatly increase. No 
interest subsidy would be paid on the loans. The borrower would 
either have to pay the interest while in school and have the cost— 
or have the cost added to the loan to cover the interest. The 5-per- 
cent loan origination fee would be eliminated. A 9-percent guaran- 
teed fee would be charged instead. Beginning with the third year of 
repayment, the borrower's interest rate would be set by the lender 
up to the annual average 91-day Treasury bill plus 2.75 percent, 
whether that be fixed or variable. All of these changes would sub- 
stantially increase the overall cost of each year's loan to the stu- 
dents and greatly increa^^e their pay back amounts. 

The current need a*, lysis requirements are already so stri^ 
through the re-authorization amendments that a self-supporting 
student with a child and making an income of $12,000 a year 
cannot qualify for a Guaranteed Student Loan to go to State col- 
lege. The current restrictions are tight enough without adding 
those proposed in the budget document. How do students better 
themselves if they cannot even have the opportunity for reasonable 
borrowing to get an education. 

INCOME CONTINGENT LOAN PROGRAM 

The proposed alternative in the student document is the Income 
Contingent Loan Program. It would take the place of College Work- 
Study, Supplemental Educational Opportunity Grant, the Perkins 
Direct Loan, the State Student Incentive Grant, Federal Contribu- 
tion and reasonable credit qualities of the Guaranteed Student 
Loan Program. Although the philosophy of the program sounds 
good, the reality of the cost to the students will promote a terrible 
level of indebtedness that may see the borrower still trying to pay 
off their educational loans when their children are ready for 
higher education. 

"^hree major wf^aknesses that immediately surface are, one, the 
paying of interest on interest to the point that it's literally years 
before any amount is paid on the principal balance of the loan. 
Two, the program is totally sensitive to Treasury bill rates which 
have had much fluctuation over the past several years. And, three, 
the unreasonable pay back amoMnts based on loan balance and 
income. 
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Ti. , following example shows the difference in debt level and re- 
pa-'- ent amounts between the Income Contingent Loan Program 
r * a combination of the Perkins Loan and the Guaranteed Stu- 
u it Loan as the programs currently exist. 

ft'3Jdng an assumption of a $15,000 educational loan, a Treasury 
bill rate of 5.5 percent and a beginning income of $18,800, which 
incidentally is actually higher than the base pay for teachers in 
Tennessee, the borrower would enter repajonent owing $15,000 for 
the combination of the Perkins and the Guaranteed Student Loan. 
While under the Income Contingent Loan, the beginning balance 
would be $21,353. Assuming the student will have a 7 percent in- 
crease in income each year, the monthly pay back of the Perkins 
GSL would be $126.26 for 10 years. Under the Income Ccntin^int 
Loan th^ payments would be $56.48 the first year, $68.35 the 
second year and then $269.05 the third year of repr yment. By the 
ninth ysar the payment has increased to $403.77 '^>er month. The 
last year which would be the 11th year the student will be paying 
$462.22 per month. 

The total payments for the Perkins loar would be $20,191. The 
total payments for the Income Contingent Loan would be $35,651. 
Over $15,' 10 more would have been paid by the student, and many 
of those payments would look like payments on a home mortgage. 
This example was based on a Treasury bill of 5.5 per^.ent. But 
when a T-bill rate goes higher, the student's payments increase in 
the number of years of repaying and the monthly amount esca- 
lates. 

In the saine example a 7 percent T-bill rate would require pay- 
ments for 12 years with the 12th year monthly payment reaching 
$494.64. The student would pay a total of $41,255 for the $15,000 
educational loan. 

Does this seem like a reasonable alternative to the Perkins loan 
or the Guaranteed Student Loan Programs as they now exist. Will 
students truly have access to higher education if the Income Con- 
tingent Loan is the only choice. After the second year of repayment 
in the Income Contingent Loan Program, the dramatic increase in 
monthly payments will probabl> cause nn.any default problems or 
force bankruptcies which cost a lot more in the fuu ..e to the Gov- 
ernment than providing som^ subsidies on the front as Perkins 
Loan and Guaranteed Student Loans do now. 

GOAL OF STUDENT FINANCIAL AID PROGRAM 

The goal of student financial aid programs is to provide access to 
higher education for low and middle income students. The benefit 
is not the students' alone, but an educated citizenry is our best de- 
fensive program, our best economic program end promotes a 
healthy country. Our investment is returned as our educated popu- 
lation stimulates growth in our econom; through technological ad- 
vances keeping us competitive on the world market. 

Students need the balance of loans, works and grants as avail- 
able me«rs of financing the cost of education. Middle income stu- 
dents have alread:, been seriously hart by the need analysis re- 
quiremer vs on the Guaranteed Student Loans. They need an oppor- 
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tunity for reasonable credit through the Guaranteed Student Loan 
Program. 

In Tennessee 96 percent of our students are paying back their 
Guaranteed Student Loans. It does not make sense to burden stu- 
dents with heavy educational debt^ and destroy the program bal- 
ance that we currently have, '^hank you. 

LOAN DEFAULT RATE UNDER 4 PERCENT 

Senator Sasser. Thank you, Mr. Gambill. Your testimony has 
been so exhaustive and conclusive that I think you have answered 
about every question that I had in mind tc ask you. 

Your prepared statement will appear in full in the printed 
record. 
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PREPARED STATEMENT OF RON GAMBIU, EXECUTIVE DIRECTOR, 
TENNESSEE STUDENT ASSISTANCE CORPORATION 

Thank you for the opportunity to conwient on the Implications o* the 
proposed Budget of the United States Government for Fiscal Year 1988 
as It relates to student financial assistance In Tennessee. 
As Executive Director of the Tennessee Student Assistance Corporation,, 
I have a great concern about a nuniber of the budget proposals which 
h^/e far-reaching effects on opportunities for postsecondary education 
for needy, low and middle Income students. 

The Tennessee Student Assistance Corporation Is a comprehensive state 
agency that guarantees loans, administers the State Student Incentive 
Grant Program, and State Scholarship and Loan Programs, to assist and 
encourage access and choice for postsecondary education In Tennessee. 

Many current and future students will be discouraged from 
postsecondary education, If not eliminated, due to the nature of the 
programs being cut and their replacement by the Income Contingent Loan 
Program. First, let me address the proposed elimination of the 
car.pus-based programs. College Wo'-k-Study , Supplemental Educational 
Opportunity Grants, and the Perkins/National Direct Student Loans as 
they currently exist. 

This academic year an estimated 12,500 Tenp'?ssee students will work 
and earn over $9 million through the College Work-Study Program. The 
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money trom the program is a combination of federal and Institutional 
dollars. Students have 6 opportunity to secure work experience in 
their fields of -tudy while they help pay for their educational costs. 
As a directcr of financial aid at Nashville State Technical Institute 
for almost 12 years, I observed that students on the Coliene 
Work-Study Program consistently had the second highest grade pr.nt 
averages each year of all students on the programs administered by the 
student financial aid department. Only students on academic based 
scholarships MChleved higher cumulative averages. It does not make 
sense to ' llmlnate this program of self-help that he. so m^ny 
benef I ts. 

Elimination of the funding for the Supplemental Educational 
Cppoitn-.ty Grant will affect over 8.000 Tennessee stuj. >ts who have 
proven financial naed for the grant funds. Those stude.Us would lose 
approximately $5 "-'''Ion In njeded a- ;tance. The Supplemental 
Educatlo. jl Opportunity Grant (SEOG) Progratr he'ps t maintain a 
proper balance of grant assistance 'n a student's financia aid award 
package. SEOG helps keep needy students froin being saddled witn 
excessive loan debts. 

For the current 1986-87 academic /ear, over 10.000 Tennessee students 
will receive .-jeed-based loans through the Pe k Ins/Nat lona I Direct 
Studeni Loan (NDSL) Program to )lp pay for their educational 
expenses. The pioposed change of the Perkins Loan Program to be part 
of the Income Contingent Loan Program wlli have a detrimental effect 
cn students. The Perklns/NDSL Program was established In 1958 and has 
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been an effect Ivo program for providing low-Interest loans to needy 
students. The dramatic change of Interes ^^^neflts,, greatly Increased 
Interest rates from the current 5%. and the astounding payback amounts 
In the Income Contingent Loan Program will negatively affect,. If not 
totally eliminate, the needy students this program currently serves. 

The second proposal I would I I tee to address Is the elimination of the 
funding for the State Student Incentive Grant i-.ogram. Tennessee 
students will receive $1,176 million In federal funds through this 
program 3n the current academic yoar. With the matching funds 
provludd by the Tennessee Legislature, the program will assist o^er 
19,000 Tennesseans In attending postsecondary education. Eligible 
students must qualify on the basis of high neod as In the fedeial Pell 
Grant Program. This progr also helps to maintain a proper balance 
of gift and self-help assistance. 

The third area of budget proposal concerns Is reU *ve to the 
Guaranteed Student Loan Program. The Tennessee Student Assistance 
Corporatlu.* .aranteei over $85 ml I I Ion In the past acadomtc year for 
over 35.000 student ana parent borrowers. This program covers a broad 
spectrum of postsecondarv ^tudents,, from those atteiidlng six-month 
vocational education courses to those attending graduate and 
professional schools. Since the Higher Ediicat Ion Amendments of 1986, 
all students must demonstrate financial need for t^ loan to qualify 
for the Interest subsidy. Students must pay a 5X ot 'ginat Ion fee to 
offset part of th6 federal government's special allowance payment*? to 
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lenddrs. Tho loan capital is supplied by banks an<^ other lenders for 
students and parents to help meet educational expens^rs. 

The budget proposals for the Gaai anteed Student Loan Program would 
discourage and eliminate lenders from the program. The current 
special allowance payments of 3.25X would be dr ,?ed to 2.75X and that 
would be payable only through the first two years of -epayment. 
Lenders would only be eligible to receive Insurance on 90X of the 
principal and Interes' Instead of the current 100X. with the 
additional budget proposals, lenders would elect to place their 
capital elsewhere or limit access by putting credit checks on 
borrowers and only serve those with a strong banking history, 
low- Income students would greatly suffer from a lack of lender access. 

The costs to the student borrower -/ould also greatly Increase. No 
Interest subsidy would be paid on the loans; the borrowe. would either 
have to pay the Interest whilo In school or have ♦he costs added to 
the loan to cover the interest. The oX loan origination fee would be 
eliminated. A 9X guarantee fee would be charged Instead. Beginning 
with the third year of repayment, the borrower's interest rate w<->uld 
be set by the lender up to the annual average 91-day Treasury bill 
plus ? 75%, either fixed or variable. All of these changes would 
substantially Increase the overall cosi of each year's loan to 
students and greatly increase their payback amount. 

Tho current need lequirements are already so strict through the 
Reauthorization amendments that a self-supporting studt.it with a child 
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and making an Income of $12,000 per year cannot qualify for a 
guaranteed student loan to attend a state college, ''he currer 
restrictions are tight enough without adding thuse prooosed in the 
buJget document. How do students better themselves If they cannot 
even have the opportunity for reasonable borrowing to get an 
education? 

The proposed alternative In the budget document Is the Income 
Contingent Loan Program, it would take the place of College 
Work-Study, the Supplemental Educational Opportuni ty Grant , the 
Ferklns Direct Loan, the State Student Incentive Grant federal 
contribution, and the reasonable credit gu?lltles of the Guaranteed 
Student Loan Program. Although the philosophy of the r^ogran sounds 

od, the reality oi the costs to students wIM promote a terrible 
level of Inaebtedness that may see the borrowers still trying to pay 
off their educational loans when their children a'-e ready for higher 
education. Throe major weaknesses that Immediately surface are: 
n) the paying of Intarest on interest to liie point that It is 
literally years before any amount Is paid on the principal balance of 
the loan; (2) the program Is totally sensitive to Treasury bill rates 
which have had much fluctuation over the past several years; 
(3) unreasonable payback am' ts based o.i loan balance and Income. 
The following example shows the difference in the debt level and 
repayment amounts between the Income Contingent Lc* a con)blnatlor 
of the Perkins Loan and Guaranteed Student Loan the programs 
currently exic*. Making an assumption of a $15,000 educational loan, 
a Treasu^'y MM rate of 5 50% and a beginning Income of $18,800. the 
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borrower would enter repayment owing $15,000 foi a combination of 
'erklns Loan ($9,000) and Guaranteed Student Loan ($6,000). while 
under the Income Contingent Loan, the beginning balance would be 
$21,353. Assume the student will have a 7% Increase In Income each 
year. The monthly payment for the Perklns/GSL would be $"'68.26 for ^ 
years. Urider the Income Contingent Loan, the payments would be $56.48 
the first year, ^6£,35 the second year, and $269.05 the third year of 
repayment. By the n'nth year, the payment has Increased to $403.77 
per mont I. The last year, which wouU' be the eleventh year, the 
student Is paying <462.20 per month. The total payments for trie 
Periclns/GSL would be $20.';91 bux for the Income Contingent Lo;»n. It 
would climb to $35,651. Over $15,000 more would have been paid by the 
student and many of those payments would look like payments on a home 
mortgage. This example was based on a Treasury bill rate of 5.5X, but 
when T-blll rates go higher, the student's payments Increase In the 
number of ye* -s for repaying and the monthly amount escalates. In the 
same example, a 7X T-blll rate would require payments for 12 years, 
with the twelfth-year monthly payment reachi j $494.64. The student 
would pay a total of $41,255 for he $15,000 educational loan. For 
the last 12 yeLrs,, T-bllls have averaged around OX. If the example is 
changed to a T-blll rate of 9X and the borrower's sta»-tlng Incoine Is 
iowe«'ed to $12,000. It will take the borrower 24 years to pay off the 
Income Contingent Loan with payments of $711 In the twenty-fourth 
year. The total payments would be $99,993. 

Does this seem like a reasonable alternative to the Perkins Loan or 
Guaranteed Student Loan as they now exist? Will students truly have 
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access to higher education If ICL Is the only choice? After the 
secoi d year of repayment In the Income Contingent Loan Program, the 
dramatic Increase In monthly payments will probably cause m? ly default 
problems or force bankruptcies, which cost a lot more In the future to 
the government than providing some subsidies on the front as Perkins 
Loans and Guaranteed Student Loans do now. 

The goal of student financial aid programs Is to provide access to 
higher education for low and middle Income students. The benefit is 
not the student's alone, but an educated citizenry Is our best 
defensive program and our bes\ economic program and promotes a healthy 
country. Our Investment Is returned as our educated population 
stimuiaces growth In our economy through technological advances, 
keeping us competitive on the world mar<et. 

Students need the balance of lo*. work and grants as available means 
of financing the cost of education. Middle-Income students have 
already been seriously hurt by the need anal, ils requirement on 
guarante'id student loans. They need an opportunity for reasonat)le 
credit through the Guaranteed Student Loan Program. In Tennessee, 96X 
o; our «tudents are paying back the'r guaranteed student loans. It 
does not make sense to burden students with heavy educational debts 
and destroy the program balance we have currently. 
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Senator Sasser. What is the default rate now on student loans in 
Tennessee? 

Mr. Gambill. In Tennessee it's actually a little under 4 percent. 
Senator Sasser And that's one of the lowest default rates in the 
country if Fm not mistaken. 
Mr. Gambill. That's correct. 

EITECT INCOME CONTINGENT LOAN PROGRAM ON DEFAULT RATE 

Senator Sasser. What in yn-ir judgment would this Income Con- 
tingent Loan Program do to the default rate? Would it be higher or 
lower than it is presently? 

Mr. Gambill. I think in Tennessee the default rate would prob- 
ably enter double digits very rapidly. By the third year of the loan 
Arhen the amount the student is paying back jumps to such a high 
figure over what they do tlie first 2 years, they will be forced into 
the situation of either bankrupting or just defaulting on the loan. 

Senator Sasser. So I take it from your testimony that you frank- 
ly don't see the Income Contingent Loan Program as a viable alter- 
native? 

Mr. Gambill. No, sir, not at all. I think that it would cost stu- 
dents such detrimental harm that they would be afraid of taking a 
loan of this nature on, especially those from low income back- 
grounds. And that they would chose not tc go to college at all, and 
that defeats the entire purpose of what we are trying to do in edu- 
cation. 

Senator Sasser. Well, I would almost characterize the Income 
Contingent Loan P'-ogram like a Trojs n aor?". I say this because it 
would appear as though we still have a loan program for students 
who wish to avail themselves of it. But the realities of it would be 
that the loan program would be so punitive in nature with regard 
to pay backs that no reasonable ?'.adent would wish to avail him- 
self or herself of that particular loan program because you would 
be seeing, as you say, payments of over $300 in tl.3 third year of 
t>e income contingent program and would be very much like 
paying back the mortgag e on a substantial house that could go on 
for as long as 25 years. 

CONTINGENT LOAN FAY BACK ^TIFLES FUTURE 

Now another item comes to mind here ^uld you comment on 
this Income Contingent Loan Program*^ It appears to me that 
youVe depriving a future generation of the funds that they might 
need to go to college wi* h this Income Cor liiigent Loan Program as 
ycu have described it. 

Mr. Gambill. Well, I think you're exactly right. In fact, if you 
look at the example that you gave us earlier of 24 years before the 
student at the $12,000 income level could pay this loan off at a 9 
percent T-bill rate, those amounts just keep rising. The student 
would have great difficulty not only . sending their children to 
college— I don't know how they're going to actually paiticipate in 
our economy because they're not going to be able to look a* buying 
a 1 ouse or do other things for their family because they've already 
got a mortgage that they're paying, only it'<? an educational mort- 
gage instead of a home n.ortgage. 



68 



They would be definitely afraid to take on additional loans for 
their children to try to go to college if this is the only alternative 
that they have. I just don't see how they could possibly do it. 

LOWER INCOME STUDENTS ABORT EDUCATION 

Senator Sasser. Well, Dr. Roaden, I will direct this question to 
both you and Mr. GambilL You have both Fm sure seen individuals 
who have been precluded from getting a college education because 
an inability to finance it. You indicated, Dr. Roaden, that many of 
those students who av<iil themselves of the student aid programs 
are first generation college students. 

Just for the record give us your candid view, both of you, of how 
the budget proposals that are being advanced by the Administra- 
tion would affect the problem of trying to give low mcome and 
lower middle income students the opportunity to go to college? 
How w it going to affect them? I think you know the answer, but I 
would like to hear what you've got to say. 

Dr. Roaden. I don't want to bo dramatic about it. Senator, but 
when you— when > ^u cut back sharply on grants such as Pell 
Grants that have really been a great boom for low income students 
and you cut out College V7ork-Study for students who have been 
able to work part time while they're going to school, and people in 
Tennessee knov vhat that's like — the work ethic has been promi- 
nent with our people— and you cut out most of the other forms of 
support that we have now and replace them with the Income Con- 
tingency Lo»r, which Mr. Gambill has pointed out that, you know, 
it's— it just isn't going to work. These students just aren t going to 
go to school. They can't afford to. 

BUDGET NEFDS STRATEGY TO DEAL WITH EDUCATION 

Sv<?nator Sassep.. Well, I will ask you this. Dr. Road i. Do you see 
either a consistency or a long-term strategy for dealing with the 
educational needs of this country in these budget proposals that 
are being advanced? 

Dr. Roaden. It's awfully hard for me to detect one. Senator, if 
there's a long-range strategy there. Most of t}ie discussions he 'e 
been to the effect that we do have a serious budget problem at the 
Federal level, and I realize that. And Fm sure that everybody 
would like to see the budget balanced, provided it did not affect 
"-em. 

But we are talking about what I believe is thf fundamental in- 
gredient in our society for people to get ahead, to enjoy the good 
things in life, the comfortable things in life, to be successful in 
their careers. And we are Uiiking about the fundamental ingredi- 
ent for moving our society ahead in the technologic a^e, to be 
competitive v/ith other countries. 

I mention competitiveness, and we have been embarrassed to 
note recently that ninth graders in the U.S. don't perform as well 
in mathen atics as they do in other countries. We also have been 
cmbarrassea to note that in many •-espects oui productivity, our 
Work productivity, is less than it is in many other countries, and 
the product quality has been less. But the/e s some areas where we 
are more than competitive. For example, most of the basic research 
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is done in this country and not in the other countries, and half of 
that s being done in our colleges and universities. And we are cer- 
tairly not behind in trying to provide educational opportunities for 
all of our students. We believe student*, ^aght to go to school that 
wouldn't have a prayer in another country, and we need to be 
working with that. 

So if you talk about all of these things that are long range in 
nature and ask does it make any sense to cut back dramatically on 
the possibility for students to go to college, I don't see any long 
range in that subject. I'm very concernc*d about it. 

Senator Sasser. Well, I'm very concerned about it, too. Dr. 
Roaden, and I think we have long held in this countr that we 
want to give people an opportunity to better themselves, and one of 
the chief means of upward mobility has been education. I fear that 
reductions in these programs will accelerate what ! view as a sharp 
cleavage that is developing between x-pper c?ass and poorer class 
Americans ami an evaporation of the middle class. 

EDUCATIONAL CUTS AFFECT STUDENTS^ CREDIT FUTURE 

One final question. We have made a iot of progress here in Ten- 
nessee over the past 50 years, but we still are one of the poorer 
States in per capita income. The last time I looked we ranked 
about 44th or 45th in per capita income. The question is: Would 
these cuts in student aid programs impact adversely or in a dispro- 
portionate way on a low per capita income State like Tennessee? 

Mr. Gambill. They definitely would from the standpoint of low 
income students have the greatest difficulty in being able to have a 
credit worthine^^s determined. The Guaranteed Student Ix)an Pro- 
gram that IS out there today, the PerKins National Direct Student 
Loan that is out there today, provides them the opportunity to es- 
tablish some credit worthiness and does it in such a way that it 
does not oecome a debt burden when they graduate. They have an 
opportunity for reasonable payments and to be able to control 
thosr payments While they're in scliool, they do not have interest 
that lb capitalizing on them continually like you would have in the 
Income Contingent Loan Program, so ♦ hen they ^aduate they 
have the opportunity ' - establish their credit. They make thei) pay 
backs and they're, aoih a good job in Tennessee wii:h over 96 per- 
cent pay back re:ord. 

Under the Incone Contingent Loan Program the debts would be 
so great that it would force tliem, about the third :o the fifth year, 
out to go into a state of either bankrupting on all their other debts 
or defaulting on the Income Contingent Loan, which would force 
then all these students to carry cut for the rest of their live this 
bad debt. This stigma placed on them because they could not 
manage this tremendous debt burden that was placed on them just 
because they wanted to have the opportunity for an education. 

Senator Sasser. Well, gentlemen, I want to thank you for ap- 
per ing here this afternoon. We are grateful for your test'-iiony, 
and I must say that u do such a good job, both of vou, that 
maybe we ought to ge^ du up to W-xshington to appear before the 
full Senate Budget Con nittee when we are discussing this whole 
matter, because I don't think the printed word would quite get the 
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points across that you have gotten across to us today. Thank you 
very much. 

Dr. RoADEN. Thank you for providing the opportunity, Senator. 

Senator Sasser. Next, we are going to hear from some recipients 
of the student aid, who will tell us what their views are on this 
whole problem. Our first witness will be Mr. Alexander Marshall, a 
senior at Tennessee State University. He's majoring in mechanical 
engineering. He has *^nanced his education through the Pell Grant 
Program, as well as i,he National Direct Student Loan or Perkins 
Loan Program. Also appearing with him will be Miss Jean 
Vaughn, who is not only a student at Middle Tennessee State Uni- 
versity, but also is a mother who has two children in college, and 
her children fina* ceJ their education through the Pell Grant Pro- 
gram. So Mr. ^l.rshall and Miss Vaughn, if you would come for- 
ward. Are they here*^ 

STATEMENT 0/ JEAN VAUGHN, STUDENT AND STUDENT 
MOT!IER, MIDDLE TENNESSEE STATE UNIVERSITY 

Ms. Vaughn. Thank you. Senator. I would like to say that I'm 
very grateful that I have this opportunity to express my views. 
When Mr. Render, who is our financial aid programmer at MTSU 
asked me to speak, I wasn't sure es to the issues that were going to 
be bi ought up t^ay. So I took a little poll in the class that I'm now 
attending, and the students there — it's kind of a mixture of parents 
returning to sch 1 in order to further their education or to sur- 
vive, single parents le myself. 

I would Hke to say that Dr. Roaden and Mr. Gambiil gave some 
very good facts that I wasn't aware of. Also, Senator Sasser, I 
would like to say that 

Senator Sasser. I might interrupt you. Miss Vaughn, by saying 
that's one reason we're having this hearing, to fet these facts out 
that they know and nobody else kno^'-s. It j important for people to 
know them. Excuse me, go ahead. 

CHANTS MAKE HIGHER EDUCATION AFFORDABLE 

Ms. V'iUGHN. And Tm glad that you have done your homework 
and brcugbt this to the attention of the people of this area of Ten- 
nessee. It will be near impossible — I stained at MTSU several years 
ago and am paying back a loan that I am — that I took out to 
pursue my education, and it would be a hai lehip for me to be able 
to take two students who I feel like are very worthy of having edu- 
cation — a mind is a terrible thing to waste. Several thoughts went 
through my mind ^hile you were speaking and the other two gen- 
tlemen, but there would be no way that I could continue my educa- 
tion or educate rn} two children and the other two tbr.c I have if it 
was n^t "^r the Pell Grant. 

The 'constitution said that we are all supposed to be given the 
right of life, liberty and the pursuit of hctppInesF. But with the cuts 
that President Reagan is tying to put in effect, it would be near 
impossible for me and people like me even in the upper » .iddle 
income. $36,000 is a large figure. I have no idea of ever making 
that kind of money. Tm pursuing to be a teacher, which I think 
$12,000 or $14,000 would probably be the maximum that I wouW 
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ever hope to make and would like to make a comfortable livirg in 
order to support mv children. 

The point that you made about education does not only help the 
person, it also helps make society a better place in which to live in 
that I have learned a lot. I was telling Miss Greg who is also one of 
our financial persons and Mr. Killdore and Miss Supay when we 
were driving down here today that we— we kind of leai n so much 
from being in that type of environment, and a lot of times I have 
thought, you know, if it was not for the Pell Grant or for financial 
aid at the university, yea know, where would my childr-^n be. 
Would they be, you know, on the streets, out, you know, or in 
prison or in drugs and that type of thing. 

So I would like to commend you highly for bringing this to my 
attention and me bringing it to the university's students, and they 
were very vocal in their statements. And one younp lady she said 
that if I had an opportunity to make a statement would I please 
address the issue of the single parents that is trying to educate 
their children. 

EDUCATION IS NEEDED TO KEEP U.S. COMPETITIVE 

So much is learned when you'ro .a the educational realm. You 
learn about other cuivUre, and one of the facts is that other coun- 
tries are sending their students here to the United States to be 
educated to learn our technology and then sending them back to— 
Japan is one of those countries, Nigeria. 

Senator Sasser. China is another one to keep your eye on in 'he 
future. 

Ms. Vauohw. And they're all sending their stidents to oe edu- 
cated plus taking that knowledge back to th^jr countries and make 
their countries more com]7etitive than we are. So I think that Mr. 
Reagan is doing an inju'^^cice to all of us, regaro'.ess of race, r~Mgion 
and economical status that Tm sure that he's not really dealt with 
the ramification of the cuts that h<i's proposing to make. 

The only other thing I would like to say is that I would like to 
know what as a parent or as a citizen what should I do or some 
things that the students at the uni ^ersity could do. They're waiting 
for me to bring some information back as to, do we need to cam- 
paign or do we ^^eed to be more voca) at the local level or at the 
State level. 

Senator Sasser. Tell them to write their Congressmen, their Sen- 
ators or the President. We'll hear from you nov. Mr. Marshall. 

STATEMENT OF ALEXANDER MARSHALL, STUDENT, TENNESSEE 
STATE UNIVERSITY 

Mr. Marshall. First I would like to say good afternoon to you, 
Senator '^isser, other public officials, friends and colleagues. I 
would like to thank you for allowing me the opportunity to appear 
before you and offer my views Oii proposed budget cuts in financial 
aid to students attending college. 

I have before me a Lrief written statement that I would like to 
read, and at the end of which I will be glad to answer any ques- 
tions that you may have. 
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My name is Alexander Marshall. Tm a senior at Tennessee State 
University where Tm majoring in mechanical engineering. It is 
both a pleasure and a privilege to speak with you today to give you 
my opinion of the Federal effect— the effect of the financial aid 
program is going to have on my life. 

FINANCIAL AID CHANGES GENERATION COURSE 

Vm a 23-yeav-old native from Memphis, Tennessee where Tm the 
younjest of 12 children, and I am the first generation of my family 
to not only attend college, bat in May of 1987 I will be the first 
generation to ever graduate from college. And i would like to say 
that h 1 it not been for financial aid, I wou^ 1 not have been able to 
pursue my college education. 

My college education has definitely made the difference in my 
life. I will be graduating in May with a starting salary that 
matches that of my father. Because of my financial aid— because of 
my education my financial status will be— my financial status will 
be what it took him 40 years to achieve. Needless to say, this 
means that I will be paying just as much of my salary, if not more, 
in taxes, just as my father does. 

Although I come from a middle class family, I would not have 
had the money to continue my education had it not been for the 
assistance I did receive from the Federal financial aid program. As 
I look back over the years of Tennessee State, I can recall many of 
my classmates who had to droj* out of college because they were 
not able to fund— continue to nd their education, and in this 
regard I i:an truly say that I thank God for financial aid. 

GOVERNMENT AID IMPROVES QUAUTY OF UFE 

As a result of obtaining my education, I will now be better to — be 
better equipped to raise my family, to be a productive member of 
society and better ser/e mankind. Wlien I compa' e myself with- - 
my status with that of my high school colleagues, I .eel that the 
effect of financial aids ability to improve the quality of life becomes 
very obvious. 

After 5 year? of college, I will graduate in May with a job 
making o/er $31,000 a year. Many of my high school colleagues 
who are left behind who are not— who did not go to college, who 
were not eligible to apply for financial aid will be making some- 
where between $7,^00 or ij)8,000 a year from a salary in the dead 
end jobs working themselves to death for maybe a quarter of what 
I would be making. 

EDUCATION IS MAn's GREATEST GIFT 

In this age of rapid technological developmen*- ^ count myself as 
one of the engineers who will hopefully make Si, ificant contribu- 
tions to the continut-d growth and development of our society. And 
I hope not to be counted as a mere statistical welfare recipient. P 
is my strc-ig belief that the greatest gift a man can receive is his 
education, and his gratitude is measured by the amount of service 
he or she puts back into the community. 

The philosophy of many educators has taught me that the pur- 
pose of education is not merely to make men anJ women learn by 
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doing but also to make sure that we become better people in the 
process. I dare not think of conditions of this Nation had our fore- 
fathers, both black and white, been denied the opportunity to be 
educated. Among other things, colleges teach tneir students that 
they have a duty to return to their communities with their knowl- 
edge, skills, training, vision an ' :ommitment to improve the qual- 
ity of life for the next generation. 

CUTS IN FINANCIAL AID DEVASTATING TO EDUCATION 

In closing, it should be clear that I had— had I not been awarded 
financial aid in the fall of 1982, I would not be speaking before you 
today on this nice warm day February 11, 1987 with graduation 
and the rest of my life just around the corner. Moreover, my state- 
ment today is made in protest of the Reagan adminisi^ration's pro- 
posed cuts in Federal financial aid. 

Cutting off Federal financial aid would be tantamount to denying 
the future to many American children. This impact would be more 
devastating than the bomb that was— that fell on Hiroshima. It 
would be like taking away the life blood of the Morrill Act of 1862 
and 1890, the purpose of which was to bring democracy to Ameri- 
can higher education. Cutting off Federal financial aid would be 
like undoing the great principals of the American Revolution, the 
purpose of which was to provide all of u& the opportunity to devel- 
op oar talents to the fullest of their potential. 

Cutting back financial aid would be an open declaration of war 
against the poor and less fortunate of our society. In many cases it 
would also mean declaring war on some middle class members of 
our society, who though they earn a decent income, cannot afford 
to completely pay for their children's education. Furthermore, I'm 
reminded of the scripture, "where there is no vision, the people 
perish." And if our leadership does not have the vision to reach out 
and encourage our best and brightest while simultaneously reach- 
ing out to our lost and rejected, the budget cuts will cost our socie- 
ty more in the long run. Need I remind you, penitentiary sc\olar- 
ships cost a little bit more than academic scholarships. 

Given the technological advances occurring in our society, to 
deny our children access to financial aid for the purpose of obtain- 
ing their education, would be like confining them to the lowest 
rungs of our social order. Someone would have to answer for these 
budget cuts in financial aid if they are to be implemented. And I 
leave with you thib scripture quot'^: "inasmuch as ye have done 
unto the least of these my brethren, ye have done it unto me." I 
thank you. 

SINGLE PARENTS AIDED BY PELL GRANT 

Senator Sasser. Weil, thank you very much. Miss Vaughn, you 
raise a point that I think is worthy of being noted again, and that 
is the importance of financial aid to single parent households. You 
note that there has been a virtual explosion in the past decade of 
single parent households all across this country spanning a)J sec- 
tors of the socioeconomic spectrum in the country. Would i( have 
been possible for you to send your children to college had not 
been for the Pell Grant Programs? 
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Ms. Vaughn. It would not have been possible for me— for them 
to attend. 

Senator Sasser. And your fellow students, the ones who were 
talking to you in terms of the problems of single family parents, 
would they have been able to attend college in your view were it 
not for the financial aid programs? 

Ms. Vaughn. No; the several that addressed this issue through 
no fault of their own, r aybe through death of their spouse or sepa- 
ration, divorce or whatever the case may be, there would have been 
no way for them to achieve an education without the hjlp of the 
Pell Grant. So they were very vocal in this area. 

I would like to add that I think we should not penalize a tew. I 
don't know what brought about the cuts and that type of thing. If 
it was not lack of repayment of grants or whatever or ^oans, but I 
don't think we should waste the minds of young— of our future. Tm 
just fortunate my students— my two children were able to receive 
just a little bit of money from scholarship because of their high 
achievement. They are all high achievers and were able to get a 
little money from scholarships because of their high GPA's 3.4 and 
4.0 and that type thing, but had they not been able to do that, had 
they had to work first and then go to school, Fm sure their Gi-A 
would have dropped. Of course, mine kind of fluctuates because 1 
have had to work and that type of thing, but I have been able to 
maintain a real good GPA because I didn't have to take it on. And 
some point I did take on two jobs and go to school full time 

WORK WAY THROUGH COLLEGE 

Senator Sasser. Well, let me ask a question of you and Mr. Mar- 
shall both. We are informal here today and I will relate a little 
anecdote to you. A few months ago I had the occasion to be in the 
White House with Senator Byrd and a few other individuals and 
the President. And while we were sitting there in the cabinet room 
talking about other matters. Senator Byrd brought up this subject 
He said, Mr. President, I have two daughters and my grandchil- 
dren are having a very difficult time goiug to college, a *d 1 want to 
put in a word for some sort of program to help these youngsters. 
We need to do more to help youngsters who want to go to college. 
To which the President responded, well, we don't need to do that. 
They netd to work their way through college. That's what I did 
v/hen I went to Eureka College. I got out and worked my way 
through college. Weil, tb'-^ was the end of thiic discussion. 

Now if either one of ^ou could go into the Oval Office and have a 
conversation with the President about student aid, what would you 
say. And realize that your time with the President would be very 
brief. What would you say to the President on this whole subject? 

Ms. Vaughn. I guess I ould address it— that's fine because I did 
the same thing, but, of course, I'm sure he had financial help from 
his family when he w?.s in college. So his family— so he piobably 
worked part time as n^* daughter is nov/ doing, too, but, of course, 
she doesn't have another source of income because as head of my 
l ousehold, we just don't have the money. So you ha^^e to find a 
v.ay and look at all sides of the spectrum and look at all of the 
issues. You cannot— like I said, you cannot judge one situation and 



75 



make an overall view or statement, something as broad as educat- 
ing Americans, and I would probably say some other things to him. 

Senator Sasser. What woald you say to him, Mr. Marshall? 

Mr. Marshall. Well, being the outspoken person that I am, I 
would simply say to the President please rescind, cease and desist 
your efforts to cut financial aid. For if you cut financial aid, you 
wiM be cutting the throats of America. 

Senator Sasser. Well, you n/ght tell him also that college costs 
have increased substantially since he went to Eureka College some 
years ago. Thank you very much. We appreciate both of you being 
here with us today and helping us. Thank you. 

Our next witness is Dr. Otis Floyd, president of Tennessee State 
University. Dr. Floyd is a distinguished educator who holds a doc- 
torate in administration and supervision from Memphis State Uni- 
versity and was previously vice president for administration at 
Middle Tennessee State University in Murfreesboro. He has served 
as deputy commissioner of education from 1975 through 1979, and 
from 1978 through 1979 served as Commissioner of Education. We 
are pleased to have you here today. Dr. Floyd, and look forward to 
your testimony. 

STATEMENT OF DR. OTIS FLOYD, INTERIM PRESIDENT, 
TENNESSEE STATE UNIVERSITY 

Dr. Floyd. Thank you. Senator Sasser. My name is Otis L. Floyd, 
Jr., and Tm intej ...i r;resident of Tennessee State University. I ap- 
preciate this c "portunity to talk with you today on the most impor- 
tant issue, the impact of the administration's proposed budget for 
student financial aid. 

Allow me first. Senator, to officially welcome you and your staff 
to Tennessee State University. We are very pleased that you chose 
to host this meeting at Tennessee State University. May I also note 
that this is a very special time for the Tennessee State University 
community. We are celebrating our 75th anniversary. This proud 
institution opened its doors in 1912. We have planned a series of 
special events over the course of 1987 in celebration in our 75 year 
history. Senator, I hope you will accept my invitation to join in our 
celebration. If the proposed cuts go through, Fm beginning to 
wonder if we will be here for another 75 years. 

With respect to the topic at hand my remarks will be brief. I wlil 
attempt not to repeat the comments and opinions of those who 
have spoken before me. If you wish to have my remarks in writing, 
I will be happy to provide them following today's hearing with a 
prepared text. 

BUDGET CHANGES HURT STUDENTS AND SCHOOL 

I will begin by saying that the proposed budget changes in the 
Federal student aid program could have a disastrous effect on per- 
spective and current Tennessee State University students partici- 
pating in the program as well as Tennessee State University as an 
institution. Many of our students rely heavily upon student aid. Of 
our 7,000 students, approximately 75 percent participate in one or 
more of these programs. We currently administer $10.3 million to 
these students. 
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Any cuts in funding or further restrictions in regulations must 
not occur. The result would be to deprive worthy students of access 
to higher education in general and in Tennessee State University 
in particular. 

Let me cite to you some specific concerns that I have with the 
proposed budget and the changes in the aid program. Number one, 
I think it is wrong to eliminate the campus based programs. Work- 
Study, SEOG and NDSL. Each program is essential and compli- 
ments the others in function and in form. There is a balance which 
must not be upset. With respect to Work-Study, to deprive students 
of a work opportunity is poor, misguided policy. 

Number two, to replace the campus based program with Inco a 
Contingent Loans, IGL, ICL, further adds insult to injury, as 
others have said, the ICL Program may look good on the surface, 
but we believe it is deceptive from the standpoint of the student as 
a consumer, and regressive policy to replace the debt burden on 
those who can afford it the least. 

SOCIETY BENEFITS FROM STUDENTS* EDUCATION 

The third that I take issue with is with the over-arching notion 
of the President that students are the prime beneficiaries of their 
investment in higher education. It is, therefore, reasonable to 
expect them, not taxpayers, to show remorse of the cost of that in- 
vestment. That notion totally ignores the value of an educated indi- 
vidual to society and to our Nation. 

If you apply the administration's topic in this regard to the mili- 
tary, which he holds highly, it is like saying that a marine is the 
prime beneficiary of boot camp, so just let him pay for it. 

LOCAL STUDENTS FIND TUITION EXPENSIVE 

Number four. Many people far underestimate the cost of attend- 
ing a public institution or university like Tennessee State Universi- 
ty. For financial aid purposes, which are conservative, the recog- 
nized annual cost of attending Tennessee State University ranges 
from $3,000 for a local student living at home, to $7,000 for an out- 
of-State student living off campus, plus an additional $1,100 for 
each dependent. So what— so while public education— public higher 
education is low cost compared with our sister institutions in the 
private sector, the cost of attending Tennessee State University is 
considerable, particularly if you have low or modest financial re- 
sources. 

FEWER STUDENTS MEAN FEWER STATE DOLLARS 

The fifth, there is another dimension which concerns Tennessee 
State University as an institution. It is a distant second to our con- 
cern for individual students who would be adversely impacted by 
the proposed 1 udget. But it is nonetheless a real concern. Th^"^ is, 
the proposed budget and program changes will certainlv mean 
fev/er students for Tennessee State University. A larg^ pait of 
TSU's operating budget is funded by State dollars. The level of 
funding is determined by a funding formula that is driven by the 
number of students registered each fall. 
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Simply stated fewer students means fewer State dollars. Over a 
period of time, those fewer dollars translates into cuts in academic 
programs and personnel, the very resources that generate a univei-- 
sity s growth and determine? its service to society. 

TSU, Tennessee State University, has been on the down side of 
the enrollment/funding cycle for a number of years. We cannot 
afford another year s decline in enrollment as the proposed budget 
will do. 

BUDGET CHANGE AFFECTS DESEGREGATION 

I will express my final concern to you in the form of a question. 
That is, has anyone fully analyzed the impact of the proposed 
budget and changes on desegregation. Tennessee's public colleges 
and universities are deeply involved in our statewide higher eiduca- 
tion desegregation lawsuit, a basic premise of which is to increase 
black participation in higher education. Beyond the issues of which 
college black students attend is the most important issue of having 
access to college, which this will deny them. Although some age> cy 
may have already performed this kind of assessment, I have not 
seen any data. I would subnit that desegregation must be a major 
consideration as Federal financial aid policy is deliberated by Con- 
gress. 

NATION NEEDS QUALITY EDUCATION PLAN 

I will close by one remark. I went through the Swaziland in 
South Africa and stopped over in Germany. I saw the best of two 
worlds that America was helping. The last one was U.S. aid to help 
them produce and market and feed themselves. But the other both- 
ered me in Germany. It said to me that we in America if we could 
use a Marshall Plan to rebuild Europe, why is it that we cannot 
provide a quality education to the young men and women in this 
nation of ours and do away with the unemployment, especially 
among black youth, which surpassed 50 percent. Thank you. 

BUDGET PROPOSALS WOULD HURT STUDENTS 

Senator Sasser. Thank you very much. Dr. Floyd. Let me just 
ask you this question. In traveling around the State I learned 
that— for example, last evening I had dinner with the Cha xellor of 
the University of Tennessee at Mai tin, and she indicated to me 
that 60 percent of the students there receive financial aio. Now 
this morning we held hearings at the University of Tennessee in 
Knoxville, and there we learned that 60 to 65 percent of the stu- 
dents at the University of Tennessee in Knoxville are recipients of 
financial aid of one kind or another. I think you have indicated 
that 75 percent of your students at Tennessee State University are 
recipients of financial aid of one kind or another. 

What would be the impact, in your view, if these propobals were 
ut into ef ect, whit percentage of the student body at Tennessee 

tate University would be forced to drop out of school? Do you 
have any rough estimate of that at this juncture? 

Dr. Floyd. I wouldn't have a rough estimate because I don't 
think it would take complete aid away from all of the students, but 
it would substantially hurt that 75 percent. If I had to guess, I 
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would say that probably we'd have $10.3 milHon now, which 
wouH— in the proposed plan we would only have $4.8 million, so 
that would say to you that it would adversely affect over 50 percent 
of the students there in some way. 

Senator Uasser. Now when Secretary Bennett appeared before 
the Senate Budget Committee, among other things, he said, well, 
$500 or $600 is not going to make any difference as to whether or 
not a student stays in school. What is your reaction to that? 

Dr. Floyd. I wish he would come to Tennessee State or if he had 
been like Otis tloyd, a poor rural West Tennessee youngster, some- 
times even the $50 mean a lot to Tennessee State University stu- 
dents because $50 to buy books so they can attend classes mean a 
lot, let alone the $600 he's talking about. I'd say that he ought to 
get attuned to what society and America is all about. 

Senator Sasser. Interestingly enough, we had a young woman, a 
student at Memphis State University yesterday who was majoring 
in journalism, who testified that she found it remarkable thc^t the 
Secretary of Education, Mr. Bennett, would propose cutting stud nt 
aid when he was a recipient of student aid when he went to Har- 
vard Law School. 

Dr. Floyd. Some of us easily forget, Senator. 

Senator Sasser. In any case. Dr. Floyd, thank you very much for 
appearing here this afternoon, giving us the benefit of your views. 
Thank you very much. 

Our final witness will be Mr. Marvin Flatt. Mr. Flatt is the as- 
sistant commissioner for vocational education in the State depart- 
ment of education Prior to this, he was a teacher of agriculture 
and assistant principal at the Westview High School in Martin, 
Tennessee. Mr. Flatt received his bachelors degree in agriculture 
from the University of Tennessee at Martin and a masters degree 
in education from the same institution Mr. Flatt, we welcome you 
> ere today and would be pleased to hear any testimony that you 
might wish to offer. 

STATEMENT OF MARVIN FLATT, ASSISTANT COMMISSIONER FOR 
VOCATIONAL EDUCATION, TENNESSEE STATE DEjPARTMENT 
OF EDUCATION 

Mr. Flatt. Well, thank you. Senator Sasser. First of all, let me 
say I bring you greetings from Tennessee's Commissioner of Educa- 
tion, Doctor Charles Smith, and express to you our api -eciation for 
allowing us to come and testify before you. I would 1 \e to spend 
just a few moments addressing the impact of federal legislation on 
vocational progi-ams in Tennessee. 

administration's budget will reduce VOC ED 

Secondary vocational education, which is one thing that has not 
been mentioned much today, is serving more than 200,000 students 
in Tennessee. This represents 54 percent of the secondary students 
enrolled in this State. Vocational education has grown here and 
nationwide. Definitely if the Federal Administration's budget is 
adopted there will be a redaction in vocational instruction in this 
State. 
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TENNfiSSEE FIRST STATE TO FUND VOPATIONAL ED 

Tennessee had the first federally funded vocational program in 
the Nation following the passage of the Smith-Hughes Act in 1917. 
Leadership in the State saw the importance of Federal funding to 
supplement State funds in offering more for the students. Prudent 
utilization of these funds offer many benefits that Slate funds 
alone co ild not offer. 

Let's take a look at the present Federal legislation. It's difficult 
to look at the Carl Perkins Act strictly from the statement without 
first looking at the national impact. Reduction or elimination of 
Federal funds for vocational edu-'xticn will destroy the emphasis of 
economic development for which this piece of legislation is target- 
ed. 

Let us look at some of the basic reasons for Federal legislation. 
Contributions in deficit reduction by increasing the peoples ability 
to pay taxes and increasing their reliance on unemployment and 
welfare payment. It strengthens our national defense by reserve 
members of the military. Combats the dropout rate from secondary 
schools. It strengthens the basic skills as part of job training pro- 
grams. Trains and retrains displaced v/orkers. Promotes economic 
development through partnerships with business and industries. 
Provides small business and industry with an immediate worker. 
Small business cannot afford expensive training programs. 

\OCATI0NAL EDUCATION VITAL TO ECONOMIC DEVELOPMENT 

Manv times the impact of vocational education toward economic 
development is not understood without some basic statistics. I 
would like to point out some validated research demographics on 
the national level. Vocational education serves 19.5 million stu- 
dents in 760,000 programs in over 28,000 institutions across this 
country 

650,000 vocational graduates enter the military every year, 
bringing with them technical knowledge, basic occupational skills 
and leadership training imparted to them by vocational education. 
Quality of vocational education and work experience are powerful 
components in dropout prevention. Vocational students can earn 
more on the job, require less on-the-job training and are more pro- 
ductive than non-vocational students. Over 85 percent of the em- 
plcyere responding to a survey said they preferred hiring vocation^ 
al graduates rather than a non-vocational graduate for jobs requir- 
ing less than 4 years— a 4-year degree. 

LEARNING THROUGH APPLICATION 

Most of the rhetoric coming from the present Federal adminis- 
tration is based on the research entitled. The Nation at Risk, which 
cannot be valid icsearch for vocational education because no one 
on the team had vocational experiences. Some later research such 
as. The Unfinished Agenda, and others refute the arguments in 
The Nation at Risk as it pertains to vocational education. 

Basic education has always been taught in a vocational setting 
with hands-on application. It has been proven many times that 
learning through application is not only quicker but permanent. A 
letter from the American Vocational Association president, Jim 
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Giulinger, to President Reagan recently pointed oat significant 
misunderstandings of the intent of the Carl Perkins Act and are 
simply not listening to the players of the world of work. 

Some of these points are how can the administration eliminate 
programs that have economic development as its purpose? The ad- 
ministration is simply not listening tc the American taxpayer. The 
administration is simply not listening to the thousands of displaced 
workers who have found a means for new careers through voca- 
tional education. They're not listening to parents, who in each 
year's Gallup poll of education reaffirm their support of vocational 
education as an essential part of comprehensive education. They're 
not listening to Congress which spoke decisively in support of voca- 
tional education by inui-easing Federal funds $70 million last year. 
They're not listening to the American electorate, which prefers a 
well-trained citizenry to a nation of individuals who create a drain 
on the treasury through their dependency on social programs. 

VOC ED HELPS CURE NEGATIVE STATISTICS 

Vocational education offers irrefutable facts about its graduates 
to assist in the elimination of: .staggering annual bill for welfare, 
continuing decline in productivity and trade imbalance, growing 
epidemic of teenage pregnancies, alarming numbers of displaced 
workers who need vocational training to succeed, school dropouts, 
illiteracy by teaching the basic skills through application, and a 
void in training leadership through vocational youth leadership 
programs. 

NO JUSTIFICATION FOR CUTS 

If we could look for a minute at the rationale the present admin- 
istration is using to cut Federal funding, it is easy to understand 
that the personnel from the world of work was not queried. 

They say that n the first half of the century the Federal Govern- 
ment was a major force in providing vocational training to tiie Na- 
tion's young people. But today the Department of Education is a 
minor player. The local and State government is spending $11 to 
the Department of Education's $1. 

My response to th<^t is the administration again is iooking at 
only dollars and not outcomes to these expenditures. These State 
dollars go for teacher salaries for the most part. The need for Fed- 
eral dollars is to provide seed money for program innovation, ex- 
pansion and improvement to meet the changing job requirements. 
Some examples of these expenditures are* relevant curricula that 
refects new technology requirements in the job market today. An 
evaluation system that will gi*'e immediate feedback to relevancy 
of the curricula. To incorporate more and a higher level of math, 
science and communication in vocational studies. To provide practi- 
cal training for disadvantaged and handicapped youth in a main- 
stream concept which has proven the best method of learning for 
these students. To give the incarcerated persons a skill to provide 
like essentials after releace from confinement. To give the women 
employment without concern of vocational equity. To provide adult 
short courses for job transition from manufacturing and mining to 
the service trades. To provide nt^tional research and a delivery 
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system to inform the complete Nation on successful programs. To 
provide national research and a delivery system— to use program 
improvement funds to help local educational -agencies to upgrade 
equipment to present demands of business and industry, renovate 
facilities to accommodate high technology equipment and construc- 
tion of functional facilities. And to provide career information to 
young people to allow them to make relevant choices of vocations. 

These are some of the things that present Federal funds are 
buying, and without these funds the State would be required to 
eliminate most of these program? 

The same philosophy prevails today that was evident in 1917 
when the first Federal legislation was introduced: A greater need 
today for a technological nation in business and industry, agricul- 
ture, business education, and a system to market these. National 
leadership and research to offer continuity to State efforts. To edu- 
cate the total population for employment. 

Yes, the States are providing a big portion of dollars that go into 
vocational education. Most of these are used as a continuation 
effort of existing programs. Most States will not appropriate the 
extra money for the ancillary services that is necessary for voca- 
tional education to improve. It is inconceivable that vocational in- 
formed persons would suggest a cut in Federal vocational educa- 
tion. Therefore, it must be assumed that the administration's 
budget request was developed without the input of knowledgeable 
people from the work place, c:mmunity service or economic devel- 
opment sector. 

EFFECTS OF FEDERAL FUNDING ON STATE 

Now, what does federal funding mean to Tennessee? Its elimina- 
tion will mean that Tennessee will not serve 48,266 secondary dis- 
advantaged students, 13,860 post-secondary disadvantaged students, 
14,865 secondary handicapped students, 499 post-secondary handi- 
capped students, 129 secondary incarcerated students, 320 post-sec- 
ondary incarcera^ students, 22,357 students in part-time adult to 
up-grade or retrain for employment, 49,979 secondary consumer 
and homemaking students and 2,400 community based students in 
cooperation with other agencies. 

It will eliminate $7.4 million that flow through dirt^ctly to local 
educational agencies for: the upgrading of antiquated equipment to 
meet present employment demands. To provide teacher education 
and professional development for teachers and vocational staff. To 
provide curriculum development for implementation at the local 
level. To offer local education agencies the benefit of current re- 
search for improving existing programs. To offer guidance and 
counseling to students to help in career development. To provide 
seed money to the local educational agencies fc pilot programs 
that leads to national certification of programs. ^ offer students 
an opportunity to enroll in pre-apprenticeship ana apprenticeship 
programs. 

These are some of the necessary programs that must continue if 
Tennessee is to continue to provide leadership in the South in eco- 
nomic development. 
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I ask for your support to not only continue support for the Car) 
Perkins Act, but increase its benefits. We appreciate your voting 
record for vocational education legislation, and with your support 
in Congress, vocational education in Tennessee will prosper. 

Mr. Chairman, this ends my statement. I do have a chart I would 
like included. 

Senator Sasser. It will be included at this point. 

[The following was supplied for the record by Mr. Flatt.] 
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Tennessee Vocational Funding 


1987-88 


President's 


President's 


Federal Funds 


School Year 


Proposed 


Proposed 


fo»* Stale Schoo! Years 


Current 


Budget for 


Budget for 


i987-88 & 1988-89 


Budget 


1987-88 


1988-89 






School Year 


School Year 


Funding Total 


19,398,601 


9,841,704 


0 


Funding Basic Grant 


18,592,575 


9,716,056 


0 


Administration 


1,301,480 


680,124 


0 


GRANTS -A & B 


17,291,095 


9,035,933 


0 


Part A 


9,855,924 


9,035,933 


0 


PanB 


7,435,171 


0 


0 


Consumer & Homemdking 


564,359 


0 


0 


State Council 


134,623 


125,648 


0 


Community Eased Organizations 


107,045 


0 


0 


FEDERAL FUNDS BREAKOUT: 








(jKANT TOTAL 


18,592,575 


9,716,056 


0 


A UMiri lo 1 RATION 


1,301,480 


680,124 


0 


13 ALANLb AVAILABLb FOR ORAN fS 


17,291,095 


9,035,933 


0 


TITLE 11 PART A 


9,855,924 


9,035,933 


0 


HANDICAPPED 10.00% 


1,729,109 


1,585,251 


0 


DISADVANTAGED 22.00% 


3,804,041 


3,487,553 


0 


ADULT 12.00% 


2,074,931 


1,902,302 


0 


SINGLE PARENT 8.50% 


1,469,743 


1,347,464 


0 


SEX BIAS 3.50% 


605,188 


554,838 


0 


CORRECTIONS 1 .00% 


172,911 


158,525 


0 


PART A SUB TOTA L 5 7.00% 


9,855,924 


9,035,933 


0 


TTLEII PARTB 


7,435,171 


0 


0 


EXEMPLARY PROJECTS 


200,000 


0 


0 


LOCAL FLOW THRU 


4,523,341 


0 


0 


TEACHER EDUCATION 


1,572,960 


0 


0 


RESEARCH 


80,751 


0 


0 


CURRICULUM 


414,191 


0 


0 




643,928 


0 


0 


PARTB SUB TOTAL 


7,435,171 


0 


0 


TOTAL PARTS A&B 


17,2^1,095 


9,035,933 


0 


COMMUNITY BASED ORGANIZATIONS 


107,045 


0 


0 


CONSUMER & HOMEMAKING 


564,359 


0 


0 


GRAND TOTAL 


19,263,978 


9,716,056 


0 
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CUTS WOULD FORCE TENNESSEE TO EUMINATE PROGRAMS 

Senator Sasser. What would be the impact of the elimination of 
Federal funding for vocational education on the State of Tennessee 
as the administration is proposing? 

Mr. Flatt. Well, as I have just mentioned, those items that I 
have just covered would be totally eliminated. The major impact on 
Tennessee, some of the areas would be that the traditional courses 
would be taught using outdated curriculum materials, antiquated 
equipment that cannot be updated, teachers will not have a chance 
for professional development in the increasing demands today in 
an ever changing society. And as fast as technology is improving, 
this is an important one. 

DEMAND FOR VOCATIONAL ED TRAINING RISES 

Senator Sasser. Let me just ask you this. Are the demands for 
vocational education in Tennessee increasing or diminishing now? 
Mr. Flatt. Increasing. 

Senator Sasser. Increasing. And you really have more applicants 
for vocational education than you can handle adequately with the 
present funding available; is that a fair statement? 

Mr. Flatt. That's very true. 

Senator Sasser. So, if you get additional budget cuts, then, of 
course, you're going to have to turn away I would guess additional 
students who might come to you for vocational training? 

Mr. FIatt. That's correct. We would not be able to improve what 
we have. 

state unable to absorb federal funds shortfall 

Senator Sasser. Now, Mr. Flatt, I have seen some statements 
that Governor McWherter has made, and as a matter of fact saw 
some photographs of him in the newspaper with charts similar to 
these in which he was indicating revenue shortfalls or spending 
that had taken place here in the State indicating that State gov- 
ernment was going to have to cut back. If the Federal funds are 
deprived from the vocational education program, is there any hope 
that the State of Tennessee could pick up the slack and substitute 
State funds for the Federal funds? 

Mr. Flatt. No, sir. There's no way Tennessee could make up that 
deficit. 

VOC ED CUTS COUNTER-PRODUCTIVE TO COMPETITIVENESS 

Senator Sasser. Well, we hear a lot of talk about making Amer- 
ica competitive again. I think that's going to be one of the big 
issues in the next couple of years. Would it be your view that cut- 
ting Federal funding for vocational education is counter-productive 
to the stated intention of making America and American products 
more competitive in the international marketplace? 

Mr. Flatt. Yes, sir. That's one thing I mentioned that vor itional 
education is the basis for millions of technological advances that 
the United States has seen in Lhe past few years, but this technolo- 
gy is not increased in the United States as fast as other countries, 
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and it will not with the cutback in vocational education. You're 
going to see United States fall further and further behind. 

Senator Sasser. Well, Mr. Flatt, I thank you for appearing here 
this afternoon. And as I said earlier, your entire statement will be 
included in the record as if read, and we will examine it and point 
out to our colleagues in the iSenate the importance of these voca- 
tional education funds. You're our only vocational education wit- 
ness here today so your testimony is very, very important, and vo- 
cational education is very, very important to the State of Tennes- 
see, and, of course, to our sister States in the southeast. So I thank 
you ver>" much for appearing here and giving us the benefit of your 
views. 

Mr. Flatt. Thank you. 

Senator Sasser. Let me conclude by saying that we are going to 
keep this record open for an additional 30 days for any interested 
individual who wishes to have a statement included. And if they 
wish to do so, they can concact my local office here in Nashville in 
Room 569 in the U.S. Courthouse. 

I want to again thank all of our witnesses for appearing here 
today. The function of these hearings across the State have been 
two-fold. As I said earlier, we are gathering testimony that will be 
presented to my colleagues on the Senate Budget Committee as we 
deliberate on the administration's budget proposals with regard to 
education. But secondly and perhaps equally as important, these 
hearings are designed to educate, if you will, the general public as 
to the importance of Federal aid to education here in the State of 
Tennessee, and the dangers that we may be facing it these pro- 
posed cuts do indeed become a reality. 

I thank you all for coming, and I declare these proceedl gs 
closed. Thank you very much. 

[Whereupon, the hearing was concluded at 4:30 p.m.] 
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STATEMENT OF THE CFiANCELLOR, UNIVERSITY OF TENNESSEE- -MARTIN 



If the proposed financial program is approved and acted upon. The 
University of Tennessee at Martin will hc.ve almost $3 million less 
funds available for student financial aid. These cuts mainly affect 
the college work-study program and various types of loans. The 
majority of UT Martiu students receiving financial aid fall under 
these two cat'»gories. 

Bv its nature, the proposed financial program will have a strongly 
adverse effect upon the opportunity of many promising students to 
attend colleges and universities across the nation. 

Some specific examples of students currer.tly enrolled at UT Martin who 
would be affected under the proposed program follow 

1. A black senior hailing fron Hardemar. County, with a 3 . 3S G?A 
His two parent, three member family has a yearly income of $18,922. He 
needs $4 424 in financial assistance to continue school. Curre. ,ly, he 
receives whe Pell Grant, a TSAC and scholarship :issistance. 

2. A white junior hailing from Davidson County, with a 3.5- GPA. 
His one parent, two member family has a yearly income of $15,332. He 
needs $3,094 in financial assistance to continue school, which is 
currently covered by NDSL and TSAC. 

3. A white freshman hailing from Carroll County, witn fi 3.13 
GPA. His two parent, five member family has a yearly income of 
$24,744. He needs $2,984 in financial assistance to continue school,, 
which is currently covered by a scholarship, the NDSL and coMage 
work-study. 

The current financial aid program works fairly well. One of the 
attractive features of financial aid to students is that a combination 
of part-time work (CWS), loans and outright grants oould be 
structured. In thi£ way, the student and the student's family can 
share in the costs of a college education. 

Some advantages of the college work-study program, to be totally 
abolished under ^he proposed program, include valuable work experience 
for the student and needed labor for the Uni>/ersicv witn^ut: 
work-study, many new graduates will be forced to compete for jobs 
while handicapped by insufficient work experience. 

The puzzling part of the proposed program is that student effort 
through work and repayment of loans will be phased out. Only outright 
grants (Pell^ and a significantly reduced guaranteed student loan 
program will remain. 

We believe that the financial aid program has had the effect of 
educating people who cclierwise were headed toward being net consumers 
of federal assistance programs. 
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LETTER FROM CLEVELEND STATE COMMUNITY COLLEGE STUDENT 



Dear Senator: 

As a student at Cleveland State Community College vho 

receives financial aid, I am deeply distressed \j President 

'^eagan's proposed cuts in educat'.nal funding. if allowed 

to pas- the Congress, these cuts would make it virtually 

impossible for me and hundreds of thousands of other 
students li»" me to attend s'condary schools. 

Enclosed with this letter, please find one copy of an 
editorial I recently w-ote for our school newspaper. The 
Cherokee Si gna 1 . I hope yju will find it interesting and 
1 nf orma ti ve . 

I would like to bring to your attention a couple of points I 
was unable to address in the editorial due to a shortage of 
space. First, I have been Informed that the propr^ed cut^ 
call for the total elimination of the College Work Study 
Program. I feel this would be a tragic mistake. This is 
probably the most productive prog>am in the financial aid 
system. The elimination of this program would hurt not only 
those students who naed it, it would also affect all 
students because it would force colleges and universities to 
hire people to do the tasks presently assigned to work-study 
students. The cost of hiring extra personnel would 
invariably be pessed on to all students in the form of 
higher tuition rates. 

Second, I do not see any .lor funding cuts being proposed 
for federally funded ^tu^ ""c^n?. These programs seem to 
be the ones which are th- i»^st economically feasible. Many 
students do not even bother to make the effort to repay 
thet". The portion of the interest on the loans subsidized 
by the federal government is paid at a substantially higher 
rate than the interest collec*"ed from the loan recipients. 
It is possible for the U.S. government to be forced to carry 
the burden of payinq tnis interest for 10 years while the 
recipient completes his/her education. When students <*o 
begiri repaying their loans, they can spread the payments out 
over vuch a long period of time that the program becomes 
even less cost-effective. It would seem that it is ,ess 
expensive for the government to award grants than to pursue 
this cour se. 
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I would like to offer my assistance in helping prevent 
passage of these devastating cuts. If your office has 
petitions, for example, that would help to prevent such 
passage, I would be happy to circulate them in the Southeast 
Tennessee area. I am sure I could find assistance from 
students at the other area colleges (UTC, Chattanooga State, 
Tennessee Wesleyar.) and local vocational schools. 

I would like like to express my appreciation to you for the 
fine job you are doing in representing your constituency. 

Respectfully yours. 



Michael M. Kubba 
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